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* Committee on Banking and Cubrenot, 

Washington^' D. 0., Wednesday^ April 13 j 1898. 

The committee met at 10.30 a. m., Hon. Joseph H. Walker in the 
chair. — - 

Present: Messrs. Walker, Johnson, Yan Yoorhis, McCleary, Fowler, 
Spalding, Hill, Southwick, Prince, Mitchell, Capron, Cox, and Ermen- 
trout. 

Theodore Oilman, esq., a banker of Kew York City, appeared before 
the committee in advocacy and explanation of the bill H, R. 9279. 

[Bill H. K. 9279, Fifty-fifth Congress, second session.] 

In the House of Representatives, Marcli 17, 1898. Mr. Bartholdt (by request) intro- 
duced the following bill; which was referred to the Committee on Banking and 
Currency and ordered to be priated. 

A BILL to protect and snpport commercial credit, to equalize rales of interest, to provide for theincor- 
poration of clearing houses, to regulate and define tLeir ox>erations, to provide a clearing-lionse cur- 
rency secured by pledge of commercial assets and the responsibility of the associated banks, and to 
provide for the circulation and redemption thereof. 

Be it enacted "by the Senate and House of Bepresentativee of the United States of America 
in Congress assembled, That associations, to be known as clearing houses, for the set- 
tlement of money transactions by effecting clearances between banks, and for doing 
other business for and between banks not inconsistent with the provisions of this act, 
may be formed by any number of banks not less than five duly incorporated, either 
under the national currency act or under the laws of any State or Territory, of which 
a majorily shall be organized under the national currency act, in any city of not less 
than six tnousand inhabitants, who shall enter into articles of association for the regu- 
lation of the business of the association and the conduct of its affairs, which said 
articles shall be approved by the stockholders of each bank uniting to form the 
association at a meeting called for the purpose and shall be signed by the officers of 
each bank by authority conferred upon them to do so by vote of the stockholders, 
and a copy of them forwarded to the Comptroller of the Currency, to be filed and 
preserved in his office. 

Sec. 2. That the banks uniting to form such an association shall, by their proper 
officers, make an organization certificate, which shall specify — 

First. The name assumed by such association, which name shall be '' The Clearing 
House of (giving the name of the city where located and where its buBiness of 
effecting clearances shall be carried on).'' 

Second. The names, the amounts of the capital stock, and the number of shares 
into which it is divided, of the banks composing the association. 

Third. A declaration that said certificate is made to euable such banks to avail 
themselves of the advantage of this act. 

The said certificate shall be acknowledged before a judge of some court of record 
or a notary public, and such certificate, with the acknowledgment thereof authenti- 
cated by the seal, of such court, shall be transmitted to the Comptroller of the Cur- 
rency, who shall record and carefully preserve the same in his office. ^ Copies of such 
certificate, duly certified by the Comptroller and authenticated by his seal of office, 
shall be legal and sufficient evidence in all courts and places within the United 
States or the jurisdiction of the Government thereof of the existence of such asso- 
ciation and of every other matter or thing which could be proved by the production 
of the original certificate. 
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4 INCORPORATION OF CLEARING HOUSES. 

Sec. 3. That every association formed pursuant to the provisions of this act shall, 
from the date of the execution of its organization certificate, be a body corporate, 
but shall transact no business except such as may be incidental to its organization, 
and necessarily preliminary, until authorized by the Comptroller of the Currency to 
commence the business of effecting clearances. Such associations shall have power 
to adopt a corporate seal, and sh.'ill have succession by the name designated in its 
organization certificate for tlie period of t\venty years from its organization, unless 
sooner dissolved according to the provisions of its articles of as8(^iation or by act of 
the banks owning twb-thirvls of the capital stock represented in the association, or 
unless the franchise shall be forfeited by a violation of this act ; by such name it may 
make contracts, sue and be sued, complain and defend in any court of law or equity 
as fully as natural persons ; it may elect or appoint directors, and by its board of 
directors appoint a president, vice-president, treasurer, and other ofiicers, define their 
duties, require bonds of them, and fix the penalty thereof, dismiss said officers, or any 
of them, at pleasure, appoint others to fill their places, and exercise under this act 
all such incidental powers as shall be necessary to carry on the business of a clear- 
ing house for the settlement of money transactions by the mutual set-off of debits 
and credits, commonly called making clearances for banks, and by obtaining and 
issuing to the banks composing the association notes according to the provisions of 
this act, and by acting as trustee for the note holders in accordance with the provi- 
Bions of this act, by receiving and holding in trust securities pledged by the mem- 
bers of the association as collateral to the notes issued to them, to be called ''clearing- 
house currency,'' and by acting for the members of the association in their united 
capacity when authorized to do so by a majority vote of said members; and its board 
of directors shall also have power to define and regulate by by-laws not inconsistent 
with the provisions of this act the manner in which its directors shall be elected or 
appointed, its officers appointed, its property transferred, its general business con- 
ducted, and all the privileges granted by this act to associations organized under 
it shall be exercised and enjoyed; and its usual business shall be transacted at an 
office or banking house located in the place specified in its organization certificate. 

Sec. 4. That the affairs of every association shall be managed by not less than nine 
directors, one of whom shall be the president, a majority of whom shall be^irectors 
in banks, members of the association which are organized under the national cur- 
rency act. Every director shall, during his whole term of service, be a citizen of 
the United States, and at least two-thirds of the directors shall have resided in the 
State, Territory, or district in which such association is located one year next pre- 
ceding their election as directors, and be residents of same during their continuance 
in office. Each director when appointed or elected shall take an oath that he will, 
BO far as the duty devolves on him, diligently and honestly administer the affairs of 
such association and not knowingly violate, or willingly permit to be violated, any 
of the provisions of this act, which oath, subscribed by himself and certified by the 
officer before whom it is taken, shall be immediately transferred to the Comptroller 
of the Currency, and by him filed and preserved in his office. At the annual meet- 
ings there shall be appointed or elected a loan committee, whose duties shall be as 
described in sections nine and ten of this act. Members of this committee shall not 
be eligible for reelection or reappointment until one year after their terms of office 
shall have expired. They shall be divided into three classes at their first election or 
appointment, one-third shall serve one year, one-third two years, and one-third 
three years, and at every election or appointment thereafter they shall be elected 
or appointed for a term of three years. 

Sec. 5. That the directors of any association first elected or appointed shall hold 
their places until their successors shall be elected and qualified. All subsequent 
elections shall be held annually on such day in the month of January as may be 
specified in the articles of association, and directors so elected shall hold their 
places for one year, and until their successors are elected and qualified; but 
any director having in any manner become diHqualitied shall thereby vacate his 
place. Any vacancy in the board shall be filled by appointment by the remaining 
directors, and any director so appointed shall hold his place until the next election. 
If from any cause an election of directors shall not be made at the time appointed 
the association shall not for that cause be dissolved, but an election may be held on 
any subsequent day, thirty days' notice thereof in all cases havinoj been given in a 
newspaper published in the city, town, or county in which tlie association is 
located. If the articles of association do not fix the day on which the election 
shall be held, or if the election should not be held on the day fixed, the day for the 
election shall be designated by the board of directors in their by-laws or otherwise: 
Provided, That if the directors fail to fix the day, as aforesaid, banks representing 
two-thirds of the capital stock represented in the association may. 

Sec. 6. That in all elections of directors, and in deciding all questions at meetings 
of members of the association, each bank member shall be entitled to a representa- 
tion equal to the minimum number of directors allowed by law to said bank, but 
no bank organized under a State or Territorial law shall be entitled to a greater 
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representation at such meetings than that of a national bank. * Directors of a bank 
who shall be appointed to represent said bank at meetings of the association may 
vote by proxy daly authorized in writing, bat no officer, clerk, teller, or bookkeeper 
of snch association shall act as proxy, and no bank any of whose liabilities are past 
dne and nnpaid shall be allowed representation in the board of directors or at the 
meetings of the association. 

Sec. 7. That if, upon a careful examination of the facts so reported, and of any 
other facts which may come to the knowledge of the Comptroller, whether by means 
of a special commission appointed by him for the purpose of inquiring into the con- 
dition of such association or otherwise, it shall appear that such association is law 
fully entitled to commence the business of a clearing house as described in this act, 
the Comptroller shall give to such association a certificate, under his hand and offi- 
cial seal, that such association has complied with all the provisions of this act 
required to be complied with before being entitled to commence the business of a 
clearing house under it, and that such association is authorized to commence said 
business accordingly; and it shall be the duty of the association to cause said cer- 
tificate to be published in the city or county where the association is located for at 
least sixty days after the issuing thereof. 

Sec. 8. That the clearing-house association organized under this act^ in the chief 
commercial city in each State^ or in the city most central and convenient for busi- 
ness in each State, or any clearing house so organized effecting bank clearings of 
over two hundred million dollars annually, to be designated and approved by tha 
Comptroller of the Currency, shall be made a clearing house of issue. And if there 
shall be more than one clearing house of issue in a State, then the Comptroller of 
the Currency shall divide the State into clearing-house districts, and banks in each 
State or district shall do business only with the clearing house of issue in their 
State or district. 

Sec. 9. That a clearing house of issue shall be authorized and empowered to 
receive from its bank members, or from any bank member of a clearing house within 
its State or district, with the approval of the directors of said clearing house, com- 
mercial assets, promissory notes, bills of exchange, convertible bonds and stocks, 
and other securities and evidences of debt as collateral security for the circulating 
notes of the said association, to be issued as provided in this act, and on the approviu 
of the value of said commercial assets by its loan committee, the said clearing house 
of issue may deliver to said bank member seventy-five per centum of said value in its 
said circulating notes as an advance upon said pledged property, and shall require 
£rom said bank member its promissory note of equal amount, which note shall be in 
form as approved by said clearing house of issue. The bank member taking said 
circulating notes shall engage to redeem them in the lawful money of the United 
States at all times upon demand of payment duly made during ^he usual hours of 
business at the office of such bank member, and also when called upon to do 
so by the clearing honse issuing the notes, and to give any additional collateral 
needed to restore any depreciation in the value of the assets pledged, on demand; 
and on failure to comply with such demands before the close of business hours of 
the day when made said bank member shall be adjudged in default, and shall be 
thereupon closed pending an examination by a committee from the association which 
issued the notes. On recommendation by the examining committee the loan com- 
mittee shall proceed to liqni<late the loan by turning the securities into cash, in 
accordance with ihe method provided in section ten. The bank member taking said 
notes may release its securities from pledge by depositing with the said clearing 
house of issue clearing-house currency. United States legal-tender notes, or coin 
certificates, with any charges made by said clearing house of issue, whereupon it 
shall be entitled to and shall receive all its securities so pledged. The charges shall 
be regulated by each clearing house of issue. Upon the receipt of snch deposit the 
clearing house of issue shall Immediately give notice in a newspaper published in 
the city, town, or county in which the association is located, which notice shall be 
published at least once a week for six months successively, that the notes of such 
bank member will be redeemed at par, and, that all the outstanding circulating 
notes of such bank member must be so presented for redemption within six yean 
from the date of such notice, and all notes which shall not be thus presented for 
redemption and payment within the time specified in such notice shall cease to be a 
charge upon the fnnds in the hands of the clearing house for that purpose. At the 
expiration of such notice it shall be lawful for the clearing honse of issue to surren- 
der, and such bank member, or its legal representative, shall be entitled to receive, 
all the ntouey remaining after such redemption, except so much thereof as may be 
necessary to pay the reasonable expenses chargeable against the said accounts, 
including the payment for the publication of the above-mentioned notices. 

Sec. 10. That each bank member taking such circulating notes shall guarantee 
the clearing house of issue from loss resulting from such issue to them, and in case 
of a default in the payment of a loan when demanded by the clearing house of issue 
or of default arising in any other manner, then it shall be the duty of said clear! i«g 
house of issue to levy upon all the clearing houses in said State or district, iu pro- 
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portion to the capital of tbelr bank members, a sufficient sum to provide for tbe 
payment of said loan, which sum shall be held for the payment and redemption of 
the circu]atinK notes so issued. And if enough monev can not be otained by such 
assessments, then it shall be the duty of said clearing house of issue to report to the 
Comptroller of the Currency the fact of said default, and it shall be his duty to levy 
a further assessment upon all the clearing houses organized under this act ia all the 
States and Territories until such sum is secured, in which case the funds so raised 
by the Comptroller shall be paid by him to the Treasurer of the United States as a 
special fund to pay the circulating notes of the defaulting bank member; and he 
shall appoint a receiver for the collateral securities to the loan or^ loans in default, 
who shall take possession thereof and turn them into cash and distribute the pro- 
ceeds to the banks which have contributed to the assessment, and any surplus after 
reimbursing them their advances shall be handed over to the bank member in default 
or its legal representative. But if the assessment by the clearing house of issue on 
the banks of its State or district is sufficient to provide the needed funds, then the 
collaterals shall be administered upon and turned into cash by the loan committee 
or by a liquidating committee of said clearing house of issue, and the cash proceeds 
shall be appropriated as above provided. At no time shall the total amount of such 
notes issued to any bank member exceed the amount at such time actually paid in 
of the capital stock of the bank member so applying. And said loan committee are 
charged with the duty of supervising said loans so^ as to maintain the margin of 
value of the collateral security, and shall demand additional securities to make good 
any depreciation in their value, and they may allow withdrawals and substitutions 
of securities which shall not diminish the said value. 

Sec. 11. That a clearing house of issue shall be authorized and empowered to 
receive from its bank members gold coin of the United States of full weight,^ and 
may deliver to said bank member its circulating notes at the par of the gold coin so 
deposited, and the said bank member shall engage to redeem said circulating notes 
at all times when called upon to do so by the association issuing them. Such notes 
may be issued to any bank member in exchange for gold coin without regard to the 
amount of the capital stock of the bank depositing the gold coin. The clearing 
house of issue shall make report of notes so issued to the Comptroller of the Cur- 
rency and shal} make no charge for the issue of its notes against the deposit of gold. 

Sec. 12. That in order to furnish suitable notes for circulation as provided in this 
act, the Comptroller of the Currency is hereby authorized and required, under the 
direction of the Secretary of the Treasury, to cause plates and dies to be engraved, 
in the best manner, to guard against counterfeiting and fraudulent alterations^ and 
to have printed there&om, and numbered, such quantity of circulating notes,^in 
blank, or the denominations of one dollar, two dollars, five dollars, ten dollars, 
twenty dollars, fifty dollars, one hundred dollars, tye hundred dollars, and one 
thousand dollars, as may be required to supply under this -act the associations 
entitled to receive the same, which notes shall express upon their face that they are 
secured by deposit with the clearing house of issue at (naming the city) of commer- 
cial assets at seventy-five per centum of their market value, or of gold coin at its 
par value, and that said clearing house holds said assets or gold coin as trustee for 
the note holder to secure their payment, which payment is guaranteed by the asso- 
ciated banks of the United States through any clearing house, and shall be attested 
by the signatures of the president or vice-president and treasurer of said clearing 
house of issue as for account of the bank member receiving said notes ; and on 
requisition of a clearing house of issue the comptroller of the currency shall forward 
the amount of blank notes in denominations as called for as may be required to sup- 
ply the bank member entitled to receive the same under this act. 

Sec. 13. That after any such clearing house of issue shall have caused its promises 
to pay such notes on demand to be signed by the president or viy^-president and 
treasurer thereof, in such manner as to make them obligatory promissory notes, pay- 
able on demand, such clearing house of issue shall deliver them to the bank member 
entitled to receive them, who is hereby authorized to issue and circulate the same as 
money, and the same shall be received at par at all the clearing houses in the 
United States organized under this act ; and said clearing house of issue shall there- 
upon forward to the Comptroller of the Currency a certificate setting forth the 
amount of notes delivered, the name of the bank member receiving same, and the 
amount of the collateral security held in trust for their redemption. 

And every bank member of every clearing house organized under this act shall 
take and receive at par, for any debt or liability to it, any and all notes or bills 
issued by any clearing house of* issue organized under this act. 

The meeting together of any persons who are officers, agents, or employees of per- 
sons, firms, or corporations in any one or more places once in thirty days or oftener, 
for the purpose of exchanging, paying, or in any other way satisfying any obliga- 
tions used m commerce among the several States by any two* or more of such persons, 
firms, or corporations, or for the purpose of the settlement of money transactions by 
the mutual set-off oi debits and credits, commonly called making clearances for 
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banks, shall constitnte saoh persons, firms, or corporations represented in snch meet- 
ing a clearing house association, ibr the parpose of the taxation herein imposed^ 
and such persons, firms, or corporations represented shall be jointly and severally 
liable to pay, and shall pay, into the Treasury of the United States a duty in amount 
equal to one one-fiftieth of one per centum on the aggregate amount of all such obli* 
gations exchanged, paid, or in any way satisfied, or on the aggregate amount of the 
money transactions settled by the mutual set-off of debits and credits, at each and 
every meeting of persons acting for such persons, firms, or corporations: Provided, 
however^ That in case any such clearing-house association pays one-half of the tax 
herein imposed on or before the day it is due and payable, the other half shall be 
and is hereby remitted : And provided further. That the tax herein imposed on clearing- 
house associations herein described shall be wholly remitted to all members of clear- 
ing houses that are incorporated under this act. 

Sec. 14. That it shall be the duty of the clearing house of issue to receive worn- 
out or mutilated circulating notes issued by it to any bank member, and also, on 
due proof of the destruction of any such circulating notes, to deliver in place thereof 
other circulating notes of like tenor and amount. And such worn-out or mutilated 
notes, after a memorandum shall have been entered in the proper books, as may be 
established by the clearing house of issue, as well as all circulating notes which 
shall have been paid or surrendered to be canceled, shall be burned to ashes in 
presence of three persons, one to be appointed by the Comptroller of the Currency, 
one by the clearing house of issue, and one by the bank member on whose account 
they were issued; and a certificate of such burning shall be made on the books of 
the clearing house of issue, and duplicates forwarded to the Comptroller of the Cur- 
rency and £) the bank member whose notes are thus canceled. 

Sec. 15. That it shall be unlawful for any officer acting under the provisions of 
this act to countersign or deliver to any association or to any other company or per- 
sons any circulating notes contemplated by this act, except as hereinbefore provided 
and in accordance with the true intent and meaning of this act. Any officer who 
shall violate the provisions of this section shall be deemed guilty of a high misde- 
meanor, and on conviction thereof shall be punished by fine not exceeding double 
the amount so countersigned and delivered and imprisonment not less than one year 
and not exceeding fifteen years, at the discretion of the court in which he shall be 
tried. 

Sec. 16. That it shall be lawful for any snch association to purchase, hold, and 
convey real estate as follows : 

First. Such as shall be necessary for its immediate accommodation in the transao- 
tion of its business. 

Second. Such as shall be mortgaged to it in good faith by way of security for debts 
previously contracted. 

Third. Such as shall be conveyed in satisfaction of debts previously contracted in 
the course of its dealings. 

Fourth. Such as it shall purchase at sales under judgment, decrees, or mortgagee 
held by such association, or shall purchase to secure debts due to said association. 

Such association shall not purchase or hold real estate in any other case or for any 
other purpose than as specitied in this section, nor shall it hold the possession of ahy 
real estate under mortgage, or hold the title and possession of any real estate pur- 
chased to secure any debts due to it for a longer period than five years. 

Sec. 17. That the plates and special dies to be procured by the Comptroller of the 
Currency for the printing of such circulating notes shall remain under his control 
and direction, and the expense necessarily incurred in executing the provisions of 
this act, respecting the procuring of such notes and all other expenses of the 
bureau, shall be assessed each year upon the clearing houses organized under this 
act, in proportion to the capital stock of their members. 

Sec. 18. That the Comptroller of the Currency, with the approbation of the Sec- 
retary of the Treasury, as often as shall be deemed necessary or proper, or at the 
request of any clearing house, shall appoint a suitable person or persons to make an 
examination of the affairs of every association organized under this act, which per- 
son shall not be a director or other officer in any association whose affairs he shall be 
appointed to examine, and who shall have power to make a thorough examination 
into all the affairs of the association, and in doing so to examine any of the offi- 
cers and agents thereof on oath, and shall make a full and detailed report of the 
condition of the asseciation to the Comptroller, who shall fix the compensation for 
his services. 

Sec. 19. That every president, director, treasurer, teller, clerk, or agent of any 
association who shall embezzle, abstract, or willfully misapply any of the moneys, 
funds, or credits of the association, or shall, without authority from the directors, 
issue or put in circulation any of the notes of the association, or shall, without such 
anthority, assign any note, bond, draft, bill of exchange, mortga(>:e, judgment, ot 
decree, or shall make any false entry in any book, report, or statement of the 
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association with intent in either case to injure or defrand the assoeiation^ or any 
other company, body, politic or corporate, or aqy individnal person, or to deceive 
any officer of the association, or any agent appointed to examine the atfairs of any 
such ansociatiun, shall be deemed guilty of a misdemeanor, and upon conviotion 
thereof shall be punished by imprisonment not less than five nor more than ten 
years. 

Sec. 20. That every person who shall mutilate, cat, deface, disfigure, or perforate 
with holes, or shall unite or cement together, or do any other thins to any note issued 
by any such association, or shall cause or procure the same to be done, with intent to 
render such note unfit to be reissued by said association, shall, upon conviction, for- 
feit fifty dollars to the association who shall be ii^ured thereby, to be recovered by 
action in any court having jurisdiction. 

Sec. 21. That if any person shall falsely make, forge, or counterfeit, or cause or 
procure to be made, forged, or counterfeited, or willingly aid or assist in falsely 
making, forging, or counterfeiting, any note in imitation of, or purporting to~be in 
imitation of, the circulating notes issued under the provisions of this act, or shall 
])ass, utter, or publish, or attempt to pass, utter, or publish, any false, forged, or 
counterfeited note, purporting to be issued by any association doing business under 
the provisions of this act, knowing the same to be falsely made, forged, or counter- 
feited, or shall falsely alter, or cause or procure to be falsely altered, or willingly 
aid or assist in falsely altering, any such circulating notes, issued as aforesaid, or 
shall pass, utter, or publish, or attempt to pass, utter, or publish, as true, any falsely 
altered or spurious circulating note issued, or purporting to have been issued, as 
aforesaid, knowing the same to be falsely altered or spurious, every such person 
shall be deemed and adjudged guilty of felony, and being thereof convicted by due 
course of law shall be sentenced to be imprisoned and kept at hard laboFfor a period 
of not less than five years nor more than fifteen years, and fined in a sum not exceed- 
ing one thounand dollars. 

■ Sue. 22. That if any person shall make or engrave, or cause or procure to be made 
or engraved, or shall have in his custody or possession any plate, die, or block after 
the similitude of any plate, die, or block from which any circulating notes, issued as 
aforesaid, shall have been prepared or printed, with intent to use such plate, die, or 
block, or cause or suffer the same to be used, in forging or counterfeiting any of the 
notes issued as aforesaid, or shall have in his custody or possession any blank note 
or notes engraved and printed after the similitude of any notes issued as aforesaid, 
with intent to use such blanks, or cause or suffer the same to be used, in forging or 
counterfeiting any of the notes issued as aforesaid, or shall have in his custody or 
possession any paper adapted to the making of such notes, and similar to the paper 
upon which any such notes shall have been issued, with intent to use such paper, or 
cause or suffer the same to be used, in forgiug or counterfeiting any of the notes 
issued as aforesaid, every such person, being thereof convicted by due course of law, 
shall be sentenced to be imprisoned and kept to hard labor for a term not less than 
five nor more than fifteen years, and fined in the sum not exceeding one thousand 
dollars. 

Skc. 23. That it shall be the duty of the Comptroller of the Currency to report 
annually to Congress at the commencement of its session : 

First. A summary of the operations and condition of every association from whom 
reports have been received the preceding year, at the several dates to which such 
reports refer, with an abstract of the whole amount of their debts and liabilities, 
the amount of circulating notes outstanding, and the total amount of means and 
resources, specifying the amount of lawful money held by them at the times of their 
several returns, and such other information in relation to said associations as in his 
judgment may be useful. 

Second. A statement of associations whose business has been closed during the 
year, with the amount of their circulation redeemed and amount outstanding. 

Third. Any amendment to the laws relative to clearing houses, by which the sys- 
tem may be improved, and the security of the holders of their notes may be 
increased. 

Fourth. The whole amount of the expenses of carrying out the provisions of this 
act. And such report shall be made by or before the first day of December in each 
year, and the usual number of copies, for the use of the Senate and House, and one 
thousand for the use of the Department, shall be printed by the Public Printer and 
in readiness for distribution at the first meeting of Congress. 
. Sec. 24. That the clearing houses organized under this act may organize among 
themselves associations to include the banks members thereof in any State or dis- 
trict, and may hold annual conventions and meetings at other times, for the formu- 
lation of rules and regulations for the conduct of their affairs and for the discussion 
of financial subjects and tor the preservation and exchange of information to govern 
the granting of credits, and when approved by the Secretary of the Treasury, such 
rules and regulations shall be binding upon the banks and clearing houses wi thin 
said State and district. 
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Sec. 25. That clearing houses organized under this act may form a natioual asso- 
ciation, which shall meet in coDvention annually, and whose object shall be the 
promotion of the interests of the banks of the United States receiving the benefits 
of this act, and said convention may passrnles and regulations to govern the opera- 
tions of clearing houses and the banks connected with same, which, when approved 
by the Secretary of the Treasury, shall be binding upon such clearing houses. The 
delegates to a State or district convention shall number one hundred, and to a gen- 
eral convention three hundred, which numbers divided into the aggregate of the 
banking capital represented will give in each case the amount of capital to be taken 
as the basis of representation. The Comptroller of the Currency may unite banks 
into voting groups where their separate capital is below the basis of representation, 
and each group shall be entitled to one representative. All elections of representa • 
tives to conventiouB shall be by a majority vote of the directors entitled to vote of 
single banks and banks composing gronps; each bank shall have a vote equal to the 
minimum number of directors allowed to it by law, but no bank shall be allowed • 
more votes than shall be given to a national bank, and no bank shall have more 
than one representative in the national association. 

Mr. Gilman addressed the committee as follows: 

STATEMENT OF HE. THEODOEE OILMAN, BANKER, OF NEW TOBK 

CITY, N. T. 

Mb. Chairman and Gentlemen of the Committee: In response 
to the request of the chairmap, I will state that my place of business 
is in Kew York City. I have been a banker there ever since 1862. My 
relations have been all over the country, East and West, chiefly outside 
of New York City. 

The Chairman. A private banker? 

Mr. Gilman. Yes, sir. 

The Chairman. What is the firm name? 

Mr. Gilman. Gilman, Son & Co. 

With your leave I will read this letter: 

The State Bank of St. Louis, 

St. Louis, Mo,, April 9, 1898. 
Hon. J. H. Walker, 

Chairman Banking Committee, 

House of Bepresentaiives, Washington, D. C, 

Dear Sir: I see your committee are to meet on the proposed emergency cnrrency 
plan of Mr. Theodore Gilman on the 13th instant. I am of the opinion that some 
plan for snch a currency ought to be passed. 

You will find in Mr. Oilman's book a few suggestions made by me regarding such 
a cnrrency and a schedule regarding same. 

If we could have had a hundred millions of snch currency in 1893 it would have 
saved half or two-thirds the ill effects of the panic. It may be the present Cuban 
trouble will make some such measure invaluable now. I can but think something 
in this direction can be made of immense value to the country. 
Very respectfully, yours, 

Charles Parsons. 

I would like to make two remarks about this letter. One is I was 
immediately struck with the similarity of this opinion of Mr. Parsons 
to that of Mr. J. R. McOuUoch in 1819 in reference to the panic of 1837. 

The Ohairman. Mr. McCuUoch who was formerly Secretary of the 
Treasury? 

Mr. Gilman. No, sir; Mr. McOulloch, of London, the great British 
financial authority. He wrote that had this principle of a secured 
1 nrrency been adopted then, the crisis of 1837 to 1839 would have been 
obviated or mateiially mitigated. Fifty years afterwards Mr. Charles 
Parsons makes the same remark in reference to the panic of 1893. 

The Chairman. We would be glad if, when you refer to different 
gentlemen, you would state what positions they hold or who they are. 

Mr. Gilman. Charles Parsons is president of the State Bank of St. 
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Louis, Mo., and a former president of the American Bankers' Association. 
I would also call your attention to the* last three words of Mr. Par- 
sons's letter — "to the country .'' He says: "I think something in this 
direction can be made of immense value to the country.'' He speaks 
as a patriot and not as a banker. 

Mr. Gilman then proceeded to read a paper which he had prepared, 
as follows: 

TWO SYSTEMS OF BANKING. 

Mr. Chairman and gentlemen, there are only two systems of banking 
in use among civilized nations. One system is that in which each bank 
has a separate individual existence under the laws by which it is incor- 
porated, and in which no bank has a superior position or diiferent 
functions from any other. 

The other system is that in which some banks have different func- 
tions and a superior position. 

The perception of this distinction is necessary to the right under- 
standing of the phase of the banking question we are about to consider, 
and, as examples assist in the undei standing of abstract propositions, 
your attention is called to the fact thafr there are now in the hands of 
this committee two bills which represent these two systems. One is the 
bill H. R. 9725, prepared by your subcommittee and introduced in the 
House of Representatives on April 6, 1898, and the other is bill H. R. 
9279, which is the subject of the present hearing. Bill H. R. 9726 repre- 
sents a system composed of individual banks, and bill H. R. 9279 rep- 
resents a graded system. 

THE COMPETITIVE SYSTEM. 

The fundamental points of difference between these two systems may- 
be briefly summed up as follows : While bill H. R. 9725 has incorporated 
in it some special features, which will be hereafter considered, it does 
not depart from or change the chief characteristic of the national- bank 
act, which is that it provides for individual independent banks, with no 
relations to each other, and dependent for their solvency upon a cash 
reserve of a certain percentage of their obligations. From this it nec- 
essarily results that in a time of stringency each individual bank 
becomes a competitor with every other bank for the cash needed to 
replenish and maintain its reserves, and the only legal means for keep- 
ing up the required percentage of lawful money is by restricting dis- 
counts and loans and compelling the business public to liquidate and 
pay up. The methods of this system all naturally gravitate toward and 
end in panic. Proper names for this system are the ungraded or com- 
petitive, or restrictive, or "panic system,^^ according as its different 
characteristics are to be emphasized. 

THE COOPERATIVE SYSTEM. 

Bill H. R. 9279, on the other hand, provides for the incorporation of 
clearing houses with limited functions, differing from the existing 
national banks, but organically connected with them, chief among the 
functions given to the clearing houses being that conferred upon at 
least one in each State, which empowers such clearing house to receive 
from its bank members and to hold as trustees for the public bank 
assets and to issue thereon at 75 per cent of their ascertained value 
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circulating notes good at any clearing honse in the land. The object 
of this provision is to sustain commercial and banking credit in times 
of lack of confidence by providing a means by which demands for cir- 
culating Botes of undoubted credit may be met, and thereby commerce 
and trs^e be sustained without shock to credit. 

By this system different functions are bestowed on clearing houses 
than are or can be safely possessed by commercial banks. Clearing 
houses are one remove farther away from the business community with 
their urgent appeals than are popular banks, and their action would 
therefore be more conservative in this all-important matter of the issue 
of currency. At the same time they are so closely connected with 
commercial banks that they can be appealed to and make instant 
response in case of need. By the incorporation of clearing houses under 
a Federal law with these special functions a banking system is consti- 
tuted and it is made cooperative instead of competitive, expansive in 
case of need instead of restrictive, and forced liquidations and panic 
are avoided. The clearing houses of the country are thus brought into 
the closest relations with all commercial banks, and those relations are 
strictly defined by law, which now they are not, and this union of higher 
and lower brings all banking operations under the supervision of the 
Government and constitute a true uational-banking system. 

The methods of the system so constituted all conspire toward and 
result in sustaining and protecting commercial credit even under the 
severest test. Proper names lor this system are a graded or coopera- 
tive or expansive system, or a system of ample available bank reserves. 

THE COMPETITIVE SYSTEM FOR PRIVATE PROFIT, THE COOPERATIVE 

FOR THE BENEFIT OF THE PUBLIC. 

There is another difference between these two systems more funda- 
mental and important. It is that the ungraded, competitive, restrictive, 
panic system is principally constructed for the private pecuniary bene- 
fit of the individual banks, while the graded system, with its cooperation, 
expansion, and ample available reserve, is chiefly for the benefit of the 
public. Webster said, ''Banks are made for the borrowers. They are 
made for the good of the many and not for the good of the few." The 
trend of the provisions of the ungraded system is for the protection 
and profit of the individual bank even to the extent of causing for its 
protection widespread losses to the commercial public by panic and 
forced liquidation, while the provisions of a graded system have as 
their chief object the protection and support of the business interests 
of the public. These two bills now before this committee are, there- 
fore, in their ultimate analysis, the one, H. E. 9725, a bill for private ends 
and profits, and H. E. 9279 a bill for the benefit of the interests of the 
public. 

TWO NEW FEATURES IN BILL 9725. 

A clear anderstanding of this latter bill, H. E.9279, for which this hear- 
ing is given, will be promoted by incidentally explaining and describing 
the true nature of the former. 

It has already been said that an examination of bill H. E. 9725 shows 
that it does not change the banking principle contained in and limited 
by the present national- bank act. The bill adds, however, two features 
not contained in that act by proposing the issue of reserve notes to take 
up Government notes and the issuing of circulating notes against bank 
assets in the hands of the banks. 
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These are details wliich are not distiDctive and wLich might be added 
to any other system or to this system at any other time. Their addi- 
tion might be approved by some and disapproved by others, but they 
are only modifications of the present national-banking system, and they 
leave it in its fundamental features just as at present, a series of separate 
individual banks numbered one up to over three thousand, and each 
bank is like every other in all its powers, privileges, and functions. 

RESERVE NOTES. 

It is hardly necessary to consider the feature of the bill which pro- 
vides reserve notes of banks in place of Government notes, because the 
fundameutal principle of the system is not changed thereby. Also the 
obligation of the Government regarding the reserve notes is only sus- 
pended or dormant, and on the failure or liquidation of a national bank 
it revives. The relief Irom the burden of redemption is, therefore, only 
temporary, and it would be certain to revive at a time when banks 
generally would be in trouble, and then the plague of redemption would 
exist as before and under the most unpropitious circumstances. 

The Government is too big to hide behind the banks. It must take 
care of itself. It has had an Independent Treasury since 1840, and no 
step should now be taken to obliterate the strong line of division 
between the fiscal operations of the Government and the commercial 
business of the people. 

UNSECURED BANK NOTES. 

Nor is it worth while seriously to consider the issue of circulating 
notes by 3,000 separate individual banks against securities in their 
own possession, because it also does not change the character of the old 
system. Moreover, the principle of a currency, secured by assets in 
the hands of a trustee, has become too thoroughly ingrained in the 
thoughts of the people to admit of being dislodged at the present time. 
Bank notes on assets in the hands of banks are the most explosive 
form in which bank credit can be put, and bills issued by 3,000 banks 
would be certain to produce and aggravate a panic. Why does not 
the bill provide that these notes shall be accepted by all national 
banks at par? Is it because they are good enough for the people but 
not good enough for the banks? 

ihese two features of reserve notes and unsecured bills are joined 
together, and the banks are required by the bill to incur the obligation 
of redeeming the debt of the Government assumed by them as a com- 
pensation for the privilege of an unsecured note issue. The inducement 
held out to the banks to do this is tlie privilege of note issues on their 
own assets. This is a great concession and a good source of income to 
banks and a fruitful one in losses to the public. 

THE PUBLIC, NOT THE BANKS, SUFFER FROM CONTRACTION. 

Experience has shown that banks can exercise the function of unse- 
cured note issue and continue to pay dividends even tlmiigh the public 
suffers from the resulting panic. In 1837 the banks continued to x>ay 
dividends while the country was ruined by the liquidation caused by 
the retirement of their note issues. Banks have a claim equal to a 
mortgage on the property of the community, and if a demand for money 
occurs, they can force liquidations and get back the money loaned, 
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tbough the borrower is forced to the wall. Unsecured note issues con- 
tract with greater rapidity than any other form of bank credit, and 
are the greatest source of danger to the business community, but the 
banks themselves do not suffer from the contraction. So the privilege 
of note issue on assets in their hands is coveted by banks, and it is 
used in bill H. E. 9725 to induce them to assume the obligations, of 
redeeming Government notes, which, in the report on this bill, is 
acknowledged to be a heavy burden. 

Granting all that is said in the report of your special subcommittee 
as to the satety of unsecured notes, the chief argument against them 
is left unanswered, that they are like scythes to mow down the busi- 
ness which the banks have created. As Governor Marcy said, in his 
message of January 3, 1837, of an unsecured paper circulation, this is 
an evil "against which it is the duty of the legislature to afford ample 
and certain protection.'' 

TRUE NAME, "THE PANIC SYSTEM." 

Bill H. R. 9725 is, therefore, the present competitive, restrictive, panic 
system of banking, with two additional features, the assumption of the 
payment of Government notes and the issue of notes on assets in the 
hands of each one of the 3,000 or 4,000 banks. Whether or not these 
two features are a recommendation or a disadvantage, the underlying, 
fundamental, controlling characteristic of the banking system con- 
tained in or proposed by the bill H. R. 9725 is the same as contained in 
the national-bank act; that is, one of separate, individual banks, no one 
of which is different in any respect from any other. 

There is no cooperation between banks proposed iti the bill, and in 
case of panic each of the 3,000 banks must fight for its own life. This 
produces restriction of banking facilities at the first sign of monetary 
distuibance, nor is there any provision for the support of commercial 
credit in time of panic. The true name for such a system is the "panic 
system.'^ 

GOVERNMENT FINANCES SHOULD BE INDEPENDENT. 

I am not here to criticise this bill, and I only point out its chief char- 
acteristics as I understand them, that this committee may see clearly 
what is proposed to accomplish by bill H. R. 9279. That bill which is 
the subject of the present hearing is a banking and currency measure, 
and has nothing to do with the finances of the Government. These 
two subjects should be kept distinct. The independence of the United 
States Treasury from the banking operations of the people was estab- 
lished, as I have said, in 1840, and the advantages resulting to the 
Government from this separation have been almost universally acknowl- 
edged. The financial principle seems well established that the Govern- 
ment should take care of its obligations, and corporations created by 
the Government of theirs. 

If the Government is in need of revenue to defray its expenses in 
peace or in war, it must find the ways and means to raise a revenue suf- 
ficient to meet them. If the demand notes of the Government are pre- 
sented in excess of the ability of the Treasury to pay them in coin, the 
Government must find the ways and means to replenish its coin reserve. 
If Congress should decide not to make such provision, the banks muist 
accept that decision for they are powerless to change it. Their prov- 
ince is to do business in the currency which the Government provides, 
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not to decide what that carrency shall be. The laws of banking goyem 
banking operations whether the currency is silver or gold or an irre- 
deemable paper money. The whole matter of the carrency of the Gov- 
ernment is outside of the banking question, and the two should be 
separated and taken up and decided apart from each other. The bank- 
ing system should not be the battlefield for warring currency factions. 
Bauking and currency are matters relating to corporations created 
by the Government and relating to the people and to their commercial 
transactions, all of whom are persons and subjects of the Government, 
so no apology is needed for asking the attention of the Committee on 
Banking and Currency to a bill which treats only and exclusively of 
banking and currency. 

BENEFITS OF A GOOD BANK OUBBENOY. 

While Government and bank currency are two distinct questions, it 
is also true that a good banking currency will aid the country in main- 
taining a good Government currency. If the bank currency sustains 
and protects commercial credit, there would be less discussion of the 
money question. A good bank currency would give the advocates of 
silver and fiat money all they are striving for, while they would be 
grievously disappointed with the result of free silver and unlimited 
Government currency. The inflation caused by free silver or fiat money 
would take place once, and that would be the end of it. A few would 
be made rich, but it would not be the farmer, nor cotton grower, nor 
mechanic. Can the people of a mining State be sure that those who 
would amass fortunes would remain in those States to spend themf 
Would they not come east or go to London or Paris t 

But a good banking system would remain in the State to perform its 
functions season after season and year after year, conveying the life- 
blood of commerce through the veins and arteries of the body commer- 
cial that are now well-nigh bloodless and paralyzed. Free silver could 
not benefit a mining State as could free banking facilities. ^'Credit,'' 
said Daniel Webster, <<has done more a thousand times to enrich 
nations than all the mines of all the world." So a bill to protect credit 
will do more to enrich the United States than its mines can ever do. 

NATIONAL-BANK ACT SHOULD STAND WITHOUT AMENDMENT. 

Bill U. B. 9279 does not disturb or confiict with the national-bank 
act. It is supplementary to it. Popular banks are provided for ia 
the national-bank act, and the measure now under consideration pro- 
poses that that act shall stand without amendment. The national- 
bank act is admirable in all its provisions; it is the flower and fruit of 
republican banking legislation; it has served the people well these 
thirty-five years, it has their confidence, and is enshrined in their affec- 
tions. A change in that act would be most risky and most serious. 
Moreover, no changes are required in it, for it is difficult to see how a 
general law could be made more perfect. Also hundreds, and perhaps 
thousands, of legal decisions have been rendered by the courts defining 
the meaning of its various sections, and successive Congresses have 
revised and amended it, and digests have been made of these decisions 
and amendments until a code of banking law has grown up in these 
thirty-five years around the national-bank act which is one of the most 
valuable products of our national legislation. To lose all this, to sweep 
it away with a new national-bank act, would iniiict such a loss on our 
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people that it shonld not be thought of except under the direst neces- 
sity. No such necessity exists. What is needed is to complete the 
national-banking system, not to change it. Bill H. E. 9279 proposes to do 
that by incorporating our clearing houses under a Federal law, and 
thus bring all banking operations under Federal supervision and controL 

COMPLETION OF NATIONAL BANKING SYSTEM. 

The conception of the framers of the national-bank act is thus ful- 
filled by taking the last step necessary to bring all the banking opera- 
tions of the country into the one system. When clearing houses are 
thus incorporated under a Federal law, it will be safe to give to them 
special functions which can not be conferred safely on popular banks, 
chief among which is the power to act as trustees for the public by 
holding in trast securities pledged by popular banks against which 
circulating notes may be issued at 75 per cent of their ascertained 
value, good and receivable at any clearing house in the nation. 

This function can be safely given to at least one clearing house in 
each State, so as to secure a local issue of currency, and the exercise 
of this function will remedy the only defect in our banking system, 
which is the absence of the power of self preservation and of the pro- 
tection of commercial credit. This change would make it impregnable, 
and, like our judicial system, the foremost among the banking systems 
of all the nations of the earth. 

THE PROTECTION AND SUPPORT OF COMMERCIAL CREDIT. 

If it is asked what is the reason for this addition to our banking 
laws, the answer is, because there is no provision in the national-bank 
act and none is proposed in bill H. E. 0725 for the support of commercial 
credit, and for lack of such support we have seen of late years suc- 
cessive panics march over our land, destroying and prostrating business 
almost to the point of the exhaustion of the country. Every emer- 
gency or disaster, or war or rumor of war, reveals the weakness of our 
system, which trembles at the first approach of danger, because it is 
conscious of its lack of protection. 

The great business need of our country to-day is the assurance of 
the protection of commercial credit. 

COMMERCIAL CREDIT DEFINED. 

The bill which is the subject of this hearing has for its chief object 
to support commercial credit. By commercial credit is meant the 
' solvency of solvent individuals, firms, and corporations engaged in 
commerce and finance. To support the credit of solvent parties is to 
provide means and measures to insure their solvency. Solvency is 
that state of a sound concern, be it corporation^ firm, or individual, in 
which it is able to provide the money necessary to carry on its business 
and meet its obligations out of its cash on hand, or upon sales of its 
notes or property, or by loans thereon. 

Insolvency may overtake a concern by reason of losses and misfor- 
tunes, or insolvency may occur when the concern has met no losses and 
has ample bank balances to its credit and its hands full of good assets, 
but owing to a monetary disturbance it can not draw money from the 
bank or find purchasers for its property, however low the price may be 
fixed, or obtain loans on its notes, however well secured by valuable 
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assets. The support of commercial credit, which this bill contemplated, 
is that of solvent concerns who can make good and valid obligations, 
and who can offer abundant assets as security for loans, and of whose 
credit and ultimate solvency there can be no question. 

It might appear that strong parties, individuals, firms, and corpora- 
tions of the kind described are not in need of protection, but are amply 
able to take care of themselves, and it therefore becomes necessary to 
show that our present banking system does not contain provisions to 
afford this class sure protection to their solvency, nor does bill H. B. 
9725 contain such. 

CREDIT MAINTAINED BY CASH RESERVBS. 

It is first necessary to mention the fact that all business is done on 
the credit system ; that every concern or individual having a surplus 
of unemployed cash will seek immediately to invest in some productive 
employment as much of its idle cash as may not be needed, retaining 
only so much thereof as may be required to meet demand calls. This 
is the universal pracCice in all business, whether commerce, manufac- 
ture, agriculture, mining, banking, or any other employment. Each 
department of business has its rule as to the safe amount which can be 
invested in a permanent way and what percentage of cash may be 
required to insure ability to meet all demands for cash. This percent- 
age of idle or uninvested money each concern calls its reserve. The 
continual question among all corporations and business men is as to 
the amount of cash which should be kept on hand to insure solvency. 
On the one hand, there is the necessity of solvency, and on the other 
the desire to keep all capital employed, and there is a continual strife 
between the two. The difHculty in arriving at the correct ratio is so 
great that it has been found necessary to regulate by statute the per- 
centages of reserves which shall be carried by banks and insurance 
companies. 

THE CREDIT SYSTEM UNIVERSAL. 

This survey shows that the whole business community is conducting^ 
its business of every shape and description on the credit i>rinciple. 
The basis of the idea of credit is that the business world has confidence 
that a firm or corporation can conduct its business safely with a cash, 
reserve and that markets and banks will be open for sales and loans to 
provide all its possible needs. 

There is a mutual dependence of all departments of business eacli 
upon the other, and if this cooperation does not exist solvency can not 
be maintained. Eeserves must be kept up and be available, or solvency- 
is destroyed. Markets must be open, or business comes to an end. 
Banks must be able to discharge all their functions, or business must 
be suspended and markets must be closed. 

All business being thus mutually dependent and transacted on the 
principles of the credit system, it follows that each one and all of 
the 1,080,000 firms, corporations, and individuals engaged in business 
in the United States, according to mercantile reports, are doing busi- 
ness on credit, all have a cash reserve, greater or smaller, and all have 
assets, which in case of need they would turn into cash, either by sale 
or direct pledge or by making paper against them if their standing and 
responsibility would enable them to do so. 

Jt can be safely said that there are no firms, individuals, or corpora 
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tions doin^ business in tbe United States on a stric.tly cash basis; that 
is, uo firuis have all their cash in c<»iu in their own custody and pay 
coin for all purchases and sell only for coin on delivery. A firm doing 
business in that manner would soon find themselves distanced by com- 
petition and unable to make money. 

GBEDIT SYSTEM MUST BE PROTECTED. 

The basis of all business in the United States being the credit sys- 
tem, every business man is vitally interested in having the credit sys- 
tem work smoothly. He first wants to be absolutely sure that his 
reserve, which he calls his cash on hand, is at all times subject to his 
demand. This means that the banks which are the custodians of his 
cash shall be at all timei^ ready to respond to his calls, even if he should 
ask for the payment of all that is due him. 

He wants, secondly, that in case of need he shall be able to increase 
his cash means by pledge of either his credit or his assets for a tem- 
porary loan if the cash reserve he has provided has been diminished or 
exhausted, and, thirdly, he wants the markets open so that he may sell 
his property without sacrifice on the basis of a fair return to himself 
and a fair equivalent to a buyer. 

ALL THE NATION INTERESTED. 

This describes the condition and business wants of the 1,080,000 
individuals, firms, and corporations doing business in the United 
States. Of these there are about 10,000 banks and 1,070,000 other 
concerns and individuals. 

These 1,070,000 individuals, firms, and corporations represent those 
who are the owners of the manufactories, trading companies, and firms 
of the manifold descriptions which go to make up the various occupa- 
tions of the people of the United States. They are the (mes who give 
employment to the 2,500,000 employees engaged in railroad and other 
transportation; they pay the wages of the 5,000,000 operators in our 
factories of all kinds; they hire the 4,200,(M)0 women and men who are 
engaged in domestic and personal service; they ultimately pay the 
salaries of the 1,000,000 men and women engaged in professional work. 
They are the busy, thinking, energetic, active, pushing men who are 
doing the manufacturing, merchandising, and trading of our country, 
and the welfare of their employees and dependc^nts, and thus of the 
whole country, rests on the orderly working of the credit system. If a 
panic comes to upset that system, then distress is not only felt by the 
1,070,000 individuals, firms, and corporations engage<l in business, but 
by all their dependents, and the legislators who can devise and enact 
a law which will support the credit system will confer a benefit on 
every man, woman, and child throughout the nation. 

This view of reserves is from the standpoint of the 1,070,000 concerns 
who make up the business community. We sometimes limit reserves 
to the idle cash held by banks, but in a true sense every business con- 
cern has its separate reserve, and it is represented by its bank balance 
or quick securities. Bank balances should be regained as the reserves 
of the country. 

PBESENT BANKIT^a SYSTEM PBEGABIOUS. 

We can now see how precarious is the monetary situation in the 
United States if the country banks, as they are permitted to do uuder 
B & 0- 2 
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the national-bank act, immediately lend out from 75 to 85 per cent of 
these reserves and then send one-half or two-thirds of the remaining 
cash to reserve agents, who in turn loan out 75 per cent of the cash re- 
serve sent to them and hold the balance, not as a sx)ecial fund for the 
benefit of the bainks whose reserve it is, but merge it into their common 
reserve on all their general deposits, and at the same time have no way 
of repaying the reserves thus confided to them if an emergency arises, 
except by forcing liquidations on the borrowing public. The banks 
hold .the reserves of the public ostensibly on demand and then put 80 
per cent thereof beyond their call. This practice is a distinct weaken- 
ing of the banking situation if there is no way by which the banks can 
get back this money except by distressing borrowers. 

Suppose it should happen that all the deposit reserves should be 
called for by out-of-town banks, then a simple calculation shows that 
the banks in reserve cities would hardly be left with more than 5 per 
cent in cash on their remaining deposits, which would then amount to 
about $750,000,000. 

This state of affairs would be very alarming in any less intelligent 
country than the United States, and it exposes even us to a constantly 
recurring liability to spasms of apprehension and panic, during which 
the three objects desired by the business community and necessary 
for the support of the credit system are imperiled, viz, the payment of 
bank balances in cash, and the granting of needed loans to the business 
community, and the keeping of markets open. 

PROTECTION TO CREDIT BY A SOUND CREDIT CURRENCY. 

The simple expedient necessary to prevent this liability to apprehen- 
sion is to enact laws to protect reserves, not only the reserves of the 
banks, but the reserves of the business community represented by 
bank deposits, and to give banks the power to grant accommodations 
as needed. 

The power to issue a credit currency will do it, provided it is, as 
Professor Sumner expresses it, ^' of a credit which can not fail in the 
wildest panic.'' 

A credit currency issued by 3,000 local banks on assets in their own 
hands, as proposed in bill H. K. 9725 would not answer. In a wild panic 
that would fail. It must have a credit second only to the Government, 
which will enable it to circulate freely from one end of the country to 
the other, because it is to do the service of maintaining the reserves of 
all the 1,070,000 individuals, firms, and coiporations who are bearing 
the business burdens of the entire country and are paying the salaries 
and wages of the 15,000,000 to 17,000,000 workers, men and women, 
engaged in honest labor. It must be a currency which will go at par 
from Maine to Texas and up to the farthest point of Alaska. It must 
be able to support the credit of a solvent firm or corporation in Massa- 
chusetts by paying a debt due in Iowa, or vice versa. The transactions 
under the credit system are so interlaced and interwoven all over the 
country that that system can not be supported except by a currency of 
universal credit. The clause in the charter of the Bank of France 
states it plainly thus: "The essential interests of the country imperi- 
ously demand that every bank bill declared to be lawfcQ money shall 
be able to circulate equally in all parts of the land." 

EFFECTS OF APPREHENSION. 

Whenever a spasm of apprehension comes, which of late years has 
been almost a chronic condition, the banks stop lending or discounting 
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and thas stop mucli productive basiness. That is the first effect. By 
it the availability of the collateral security reserves of business houses 
in the shape of bonds and dividend-paying stocks is cut off, and they 
must depend on their cash or bank deposit reserves only. If the appre- 
hension deepens, even the use of this cash reserve is diminished and a 
next step is taken when the banks find it necessary to strengthen their 
own cash reserve by absorbing cash from the general public. The 
movement is a progressive one, and the tightening goes on until enough 
of the life blood of commerce is squeezed out of the general public to 
restore reserves and to relieve the banks of the danger caused by the 
paucity of their cash on hand. 

The diminution of the reserves of business houses must take place at 
the same time with a diminution of bank reserves — that is, loans are 
wanted when banks are least able to respond. The demand always 
comes when the supply is lowest. The mode by which this dilemma 
may be avoided is by the creation of money to serve for the temporary 
emergency. 

The bank has no money to lend, its cash being reduced to the lowest 
percentage of required reserves; but the borrower has good security 
and needs money. 

BELIEF THROUaH INCORPORATED CLEARING HOUSES. 

It is in this juncture that the measure proposed in bill 9279 would 
bring relief. Under the restrictive system the borrower would have to 
go without, and he would sacrifice just so much of his property as was 
necessary to maintain his solvency. In an active business this frequently 
causes a final liquidation, which is commercial death. But with a sys- 
tem of incorporated clearing houses, such as is proposed in bill 9279, 
such a contingency could not occur. Banks could always get advances 
to enable them to pay depositors and to lend customers all the money 
needed for legitimate purposes. 

Clearing houses incorporated under a Federal law, as proposed in this 
bill, would be authorized to receive bank assets from their bank mem- 
bers, and advance 75 per cent of their estimated value in notes created 
for the purpose, whose credit could not be questioned from Maine to 
Alaska, because the notes are receivable at any clearing house in the 
land, and there is a trustee to act for the note holder who has in his 
possession ample collateral security, and whose faithfulness to his trust 
can not be questioned. That trustee is the clearing house. This is 
not an inflation, or the creation of capital, for that existed before in the 
security, but it is a change of its form into a circulating medium, on 
the assumption that when the round is performed by the circulating 
notes the borrower will have disposed of enough property in the ordi- 
nary course of his business to secure the cash needed to retire the notes. 
This is a most beneficent operation from every point of view, as it bene- 
fits everyone concerned therein and is done with entire safety to all. 
The proof of its goodness is that it may be done to any extent which 
legitimate business demands. 

IDEA SUGGESTED BY CLEARING-HOUSE CERTIFICATES. 

The idea of this form of currency was suggested by clearinghouse 
certificates, with which the public has become familiar in recent years. 
The methods which have been so successful in producing absolute safety 
in these certificates have been applied to the proposed (jurrency. The 
object aimed at was to produce as strong a currency as the banks could 
make so that it could not fail to be good in any panic. 
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If the nnsecnred notes of 3,000 banks are good as said in the repoirt 
of your subcommittee, these secured notes of 45 State clearing houses 
wonld be immeasurably better. 

DIFFEBENOE BETWEEN OLEABINGhHOUSE GUBBENOY XSD OEBTIFX- 

GATES. 

The great difference between clearing-house currency and clerffclng- 
house certificates is that in one case the currency is paid out and tbe 
reserves are kept intact, while in the other the precious reserves aire 
paid out and the certificates held in their place. This latter act is an. 
infraction of the law as to reserves which the country winks at. 
Clearing-house certificates can not be used to any extent outside of tlie 
great centers, and they are a dangerous resource at all times, while clear- 
ing-house currency could be used everywhere and at all times "witli 
safety. 

Clearing-house currency is therefore a source of strength to banks, 
while clearing-house certificates are an evidence of weakness. 

Another difference is that clearing-house currency would forestall and 
prevent a panic, while certificates are issued after a panic has taken 
place. One is preventive, the other is remedial. The old sayin^^ is very- 
true that an ounce of prevention is worth a pound of cure. 

Clearing-house currency, therefore, is not an experiment, for tlie 
limited and extra-legal form of clearing-house certificates has many 
times brought safe and certain relief to banks in reserve cities. Should 
not that be legalized which has been well done extra legally and should 
not the benefit of the relief be given to all the country which has hith- 
erto been enjoyed by only a partt 

WITHDBAWAL OF BANKING FAOILITIES OATJSES PANIO. 

Times of apprehension such as we have just been considering come 
when any great emergency presents itself. If borrowers can get all the 
money they want, there is no panic, but our banking reserves under 
the national-bank act are so small that a general loss of 5 per cent of 
deposits precipitates a panic. This has brought our banking system 
into what may properly be called a chronic panic. 

During the past fourteen years we have had a succession of panics, 
each one caused by a special diflSculty, but they all have their explana- 
tion in the one fact that our banking system has no provision within 
itself for self- protection. In 1884 the failure of the Metropolitan Bank 
^as said to have caused a panic. Kot so. The panic was caused by 
the fact that banks under our system could only protect themselves at 
"the expense of the public. The withdrawing of banking facilities when 
most needed was the cause of the panic. That was true also in 1893, 
;when the silver scare took place, as is so strongly and truly stated in 
-Mr. Parson's letter, and in 1895, when the Venezuela message was 
issued. These were occasions which revealed the weakness of our sys- 
tem. The irritating causes come in many different ways, hut the defect 
^^^he system is always the same. 

What will be the elfect of a declaration of war with Spain f We can 
not tell, but this we know, that under our system a general withdrawal 
lor hoarding purposes of 5 per cent of banking deposits all over the 
country would leave the banks unable to discount or to sustain credit, 
^o prevent a panic We are under the shadow of that danger all the 
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THE REMEDY IS SIMPLE. 

We can talk about it freely because the remedy is so simple. All 
that is needed is to incorporate our clearing houses under a Federal 
law, and give to at least one in each State the power to receive from 
its bank members bank assets, and issue thereon at 75 per cent of their 
ascertained value circulating notes, good at any clearing hoase in the 
land. Then all danger of panic is removed. 

France with her 38,500,000 inhabitants has a reserve in the Bank of 
France of $600,000,000, in addition to reserves held by other French 
banks. Germany has given to a few of her banks a reserve power to 
issue currency without limit, which is practically a reserve of 100 per 
cent of banking obligations. ' These enormous reserves preserve those 
countries free from panic. We are on the verge of war with Spain, and 
our national banks hold less than 20 per cent of their obligations in law- 
ful money, and the percentage of all banks, national. State, and private, 
is still less. 

AMPLE AVAILABLE BESEBVE REQUIRED. 

This is totally inadequate to protect and support commercial and 
banking credit in the United States, as we know by our numerous panics 
in late years. An ample available reserve in tbe form of a legal power 
to issue a bank currency of undoubted credit, secured by collateral in the 
hands of trustees, to the par of the capital of the commercial banks of 
the country, which would be from $600,000,000 to $1,000,000,000, is 
needed to place our banking system on a sure foundation. 

This is the one war measure which transcends in importance all other 
preparations for the national defense, because it protects and sustains 
commercial and banking credit and with it the welfare of every man, 
woman, and child in our country. 

TWO BANKINO SYSTEMS, 

Ton have before you the two banking systems. One is the competi- 
tive, restrictive, liquidating, panic-producing system, which has resulted 
year after year in spasms of apprehension which too often have pro- 
duced commercial death to our business men. The other is the cooper- 
ative, protective, sustaining system of an ample, available banking 
reserve, which produces stability and will protect us from panics. 

The banking system of France was adopted in the stress of the revo- 
lution of 1848, and for fifty years it has maintained an unbroken record 
for solvency and strength. It was a war measure and strength to resist 
assaults upon credit was the chief object. An emergency is needed to 
show us in the United States what is required to make our banking 
system equally strong with that of France. An earthen embankment 
is the simplest thing in nature, but it makes a fortress which no can- 
nonading can throw down. So an ample, available reserve is the sim- 
plest thing in banking and the easiest to construct by law, but it gives 
to a banking system a solidity and stability which no panic can 
overthrow. 

TWO BANONO BILLS. 

Oentlemen, you havebefore you two bills, representing the two sys- 
tems of banking. Will you advocate that which is chiefly for the 
benefit of the banks, or that which will benefit all the people of our 
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landt Will you join the theorists who have an untried scheme they 
wish to experiment with, or will you act as patriots, and in the light of 
experience advocate a law which shall protect the commercial and 
banking credit of the United States against internal dangers and so 
make the nation able to meet and overcome all foreign foesf 

During the reading of the foregoing paper, the following took place: 

Mr. Cox. When you speak of 1,070,000 people engaged in business, 
do you include the farmers of the country t 

Mr. GiLMAN. No, sir. 

The Chairman. You spoke of different panics. Can not you give ns 
the dates of those different panics f 

Mr. GiLMAN. Yes, sir. 

Mr. Fowler. In regard to the Metropolitan Bank, is it not a fact 
that they had the arr-angements all made for carrying over that bank 
by taking its assets, and that there was only one man that prevented 
itf In your judgment, if that had been done, would we have had that 
panic f 

Mr. GiLMAN. I would have to refresh my memory 

Mr. Fowler. That is the fact, Mr. Gilman, that one man prevented 
their taking 

The Chairman. Who was the mant 

Mr. Gilman. I think the panic was on us at that time. It was caused 
by the operations of the bank as well as by its failure. 

Mr. Fowler. These men were together, and one of the men refused 
to take these assets: they had to carry the bank through. Now, if 
they had done that — ^I have been told that by one of the men that was 
on the committee — do you think we would have had that panicf 

Mr. Gilman. The occasion would have been removed. 

Mr. Fowler. Your statement in that respect, in view of the facts in 
the case, would hardly be correct, would it? 

Mr. Gilman. I think it corresponds exactly with my statement. The 
difficulty was in the banking system and not in the occasion. Every 
time a panic takes place it is a revelation of the defect in the system, 
and that may arise from a number pf causes. 

Mr. Fowler. This was a revelation of the speculation of the presi- 
dent, that caused the withdrawal of banking facilities. 

The Chairman. Do you mean to say the banking conditions are a 
fruitful source, or rather the soil in which that seed was planted t 

Mr. Gilman. Yes, sir; that is what I have said. That was true also 
in 1893, when the silver scare took place. 

(Mr. Gilman completed the reading of his paper.) 

The Chairman. Tbere are a few questions that I would like to ask. 
How would you constitute the capital of this clearing house? 

Mr. Gilman. The clearing bouses do not require any capital. They 
have a financial responsibility equal to all the capital and surplus of 
all their members. 

The Chairman. They would be made up of the banks — the banking? 

Mr. Spalding. No, the assets. 

The Chairman (continuing). Would constitute the capital, and then 
you would allow them to use currency instead of the bank. Then cur- 
rency would freely issue and they would loan this currency to the banks 
or simply furnish it to them ? 

Mr. Gilman. Each clearing house would have the power under this 
bill to fix the rates of interest which the borrowing bank should pay. 
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The profit on the loans wonld be for the benefit of all the members of 
the clearing house. 

The Chairman. After one or two questioDS, I suppose Mr.McCleary 
would huve the right to ask questions, and I will yield the floor to him 
now. 

Mr. Hill. I would like to ask a question as to the understanding of 
a single point. Do yod^ propose to substitute clearing-house currency 
for further issues of bank currency in case of necessity t 

Mr. Oilman. In case of necessity. 

Mr. Hill. What provision do you make for the redemption of your 
clearing-house currency? It is a demand note issued in small amounts 
or large amonnjbs as the clearing house sees fit. In other words, it is a 
direct substitute with all the qualifications and all the provisions that 
the bank note has? 

Mr. Oilman. Yes, sir. 

Mr. Hill. What provision do you propose to substitute for redemp- 
tion 

Mr. Oilman. The redemption is made by the bank as it would pay a 
check. It is not a substitute for redemption, it is the most direct and 
summary form of redemption. 

Mr. Hill. I understand it is now payable back to the bank which 
issues it, and it returns it with the certificate issued to it. On the other 
hand, the bank could not present it to the clearing house of issue and 
have it paid. It must come back through the source in which it went 
out. Tou propose to issue it to a third party and they can present it 
direct for payment? 

Mr. Oilman. Yes, sir. 

Mr. Hill. Now, what provision is made for the general clearing 
houses redeeming them? They have no cash on hand and never have 
had. 

Mr. Oilman. A clearing house is a place where the solvency of 
banks, corporations, firms, and individuals is brought to a daily test. 
This is done by offsetting debits and credits and paying debit balances 
in cash. No surer method of redeeming bank notes can be found than 
to require their payment through clearing houses. These notes are 
receivable at any clearing house in settlement of balances, and would 
be received by any bank in payment of any debt or liability to it. They 
are like bank checks. They are forwarded by the banks for collection 
to the banking associations, from one to another, just as they send 
checks for collection now, and in that way the amount is kept down to 
the lowest point of needs of the business community. But, on the other 
hand, if the bank that has made a loan wishes to take up that loan, it 
can deposit any form of legal-tender or clearing-house notes, no matter 
by whom issued 

Mr. Hill. But in the interim, while they do not wish to take it up, it 
is still redeemable at the clearing house. 

Mr. Oilman. Yes, sir; it must be received at the clearing house and 
redeemed by the bank. 

Mr. Hill. It is only redeemed by the bank 

Mr. Oilman. As weU as by the clearing house. 

Mr. Hill. Exactly; that is what I supposed. But what provision 
has the clearing house to redeem it, with no money on hand? 

Mr. Oilman. The same as any check. Checks are paid at all clearing 
bouses to the amount of $50,000,000,000 per annum. The collection 
woold give the banks no trouble) because they would simply forward 
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the notes for collection to the bank, and the payment would have to be 
mi\(\e Payment is required— cash payment. 

Mr. Fowler. I understand Mr. Hill's question was, How do they pay 
it? They do not pay it at all. They act as agents to forward it tor 
collecttion. 

Mr. Oilman. Thij put it to the credit of the depositor; that is pay- 
ment. They pay it out or send it on for collection, as they choose. 

Mr. IliLL. They issue a certidctate of credit to a bank, and that cer- 
titi<ate of credit performs the function of a bank bill, ^ow, then, sup- 
pose the bank has taken it out ap:ainst time securities. Then, of course, 
they have to be resi)onsible, as they would for the payment of their own 
bank notes. But where is the power of the cleaning house in the 
meantime? 

The CHA.IRMAN. What Mr. Hill desires to know is what you mean 
when you say "the party '^ will redeem it. What party t Where, who, 
how? 

Mr. Oilman. The operation is a very simple one, indeed. The bank 
which wishes to take out clearing-house currency would apply to the 
clearing house and deposit securities, and if the securities were approved 
by the loan committee, the clearing house wonld issue its notes to the 
bank at 75 per cent of the appraised value of the securities. The bank 
would then use the notes for the payment of depositors or any purpose 
in the ordinary course of their business. Those bills might come on to 
New York, and if they were sent to us, for instance, we might pay them 
out or deposit them in our bank. Our bank, if it had an accumulation 
of those notes more than it could use to advantage, would sort them 
out 

The Chairman. When you say " more than they could use to advan- 
tage" what do you mean; do you mean pay them outf 

Mr. Oilman. Yes, sir; more than they can pay out in the ordinary 
course of their daily operations — they would sort out those notes and 
forward them to the dillerent centers of collection. 

Mr. Hill. Clearing houses 

Mr. Oilman. Or to their correspondents for collection, the same as 
any draft. They would then be presented to the bank that had made 
the obligation. They would be its demand obligation. 

Mr. Hill. How do they identify themf 

Mr. Oilman. The bill provides that the notes shall state on the face 
to whom they are issued, and the bank whose demand obligation they 
are must pay them in cash that is satisfactory to the clearing house. 

If $1,000 of them are presented, the bank would send $1,000 of gold 
or currency or a check or whatever would be acceptable to the clearing 
house that had issued them, and that must be done on the day that 
demand is made for the purpose of securing absolute payment of the 
notes, and to keep them at the lowest point that is needed for the 
demands of business. 

Mr. Hill. Then it. resolves itself practically into an unlimited issue 
of the bank bill by the individual banks, with the guarantee of all the 
banks composing the clearing house, and the bank itself must provide 
its own redemption, and not the clearing house for the redemption of 
the money. 

Mr. Oilman. Yes, sir; if you will allow me 

Mr. Cox. It does not go that far by a long shot. 

Mr. Capron. That is the point. In regard to the return of the note 
to the clearing house, won't you explain that? 

Mr. Hill. Your illustration of France and Oermany is utterly incon- 
sistent, I think you will find, if you will examine carefully the French 
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and German systems, becaase they are required to hold 33 per cent 
reserve. 

Mr. GiLMAN. The Bank of France is entirely free, and is under no 
restriction, except that of prudent management, to maintain any per- 
centage of reserve. It could pay out all it8 reserve to sUiStain the com- 
mercial credit of France if it so desired, without the violation of any 
law. The six banks of issue of Germany are required to maintain a 
reserve of 33^ of their note issues, but they have besides an unlimited 
power of note issue for emergencies. The French and German systems 
are therefore amply protected against monetary troubles and they do 
not have bank panics in tbose countries. Our country should be pro- 
tected in the same way. If you will allow me to make another correc-' 
tion of Mr. HilFs remark, and tbat was he said the proposed issue is 
unlimited. It is limited to 



Mr. HiLii. Seventy- five per cent>- 



Mr. GiLMAN. No, sir; limited to the par of the banking capital of 
the bank. 

Mr. Hill. The clearing house notes aret 

Mr. GiLMAN. No bank can take out more clearing-house notes than 
the par of its capital. 

Mr. Hill. Then it is really double — that is, in addition to their own 
bank issues f 

Mr. GiLMAN. Yes, sir. 

Mr. Fowler. Do I understand that the clearing house as an organi- 
zation is responsible for a single cent of the obligations issued by any 
bankf 

Mr. GiLMAN. The clearing houses are responsible, and they hold 
securities to protect themselves against all loss, which have been 
approved by their loan committee. The clearing houses would also 
make a profit on the loans which would compensate them for the risk. 

Mr. Fowler. No. Suppose the bank fails and the notes are per- 
fectly worthless; who pays the notes that that bank has issued — those 
clearing house certificates! 

Mr. GiLMAN. The clearing house in the first place from the proceeds 
of the sale of the collateral securities in their hands. If there is any 
deficiency, it is assessed upon the members of that clearing house. 

Mr. Fowler. And a provision is made for an assessment; in other 
words, a mutual guarantee system f 

Mr. GiLMAN. So it is distributed as it was 

The Chairman. Current redemption of the bank, final redemption 
of the clearing house. Mr. McCleary has the floor. 

At this point the committee adjourned until Saturday, April 16, 
1898, at 10.30 o'clock a. m. 

Committee on Banking anb Currency, 

Washington, JD. 0., Saturday, April 16, 1898. 

The committee met at 10.30 a. m., Hon. Joseph H. Walker in the 
chair. 

Present: Messrs. Walker, Fowler, Spalding, Prince, Newlands, and 
Ermentrout. 

STATEMENT OF MB. THEODORE GILMAN, BANKER, OF NEW TORE 

CITY— Continued. 

The Chairman. Mr. Gilman, if you want to add anything to your 
statement of the other day, we will begin there. 
Mr. Gilman. I wish to begin with an historical note. 
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After the Eevolution the process began of changing onr laws and 
customs to bring them into harmony with the principles of the Declara- 
tion of Independence. Our banking system was based on the English 
model, and all the banks of the United States were, like the Bank of 
England, organized under special charters. 

The Bank of the United States was the most conspicuous example 
of this system, and General Jackson overthrew it " to preserve the 
morals of the people and the purity of the elective franchise." The 
free or general banking law of the State of New York was then enacted, 
April 18, 1838, and was called a second declaration of indiependeuce* 
Banking in the United States on republican principles dates from that 
time. Its two features were a general law and a secured currency. 
Those principles have been maintained until the present time, and are 
now the^ basis of the Federal bank act. Bill H. E. 9279 does not depart 
from these principles, and the only changes it proposes are to substi- 
tute the clearing house, incorporated under Federal law, in place of 
an officer of the Government as trustee for the public to hold the col- 
lateral to the circulating notes, and bank assets as the security instead 
of Government bonds. 

I would like to emphasize the point that the interests of the people 
are separate from and antagonistic to the interests of the banks under 
a banking system with an unsecured currency and a reserve of a certain 
percentage of obligations, provided there is no means of increasing 
reserves except by compelling liquidations by the borrowing public. 

Out of many authorities on the subject I will read from S. Hooper's 
book entitled Currency and Money. 

The Chairman. Samuel Hooper, of Boston t 

Mr. GiLMAN. Yes, sir; he writes as "a merchant of Boston'' and once 
was a Member of the House of Kepresentatives. He says: 

Whenever the demand for specie has hecome so urgent that it is difScnlt to meet 
ity the hanks that have issued the paper money hecome alarmed for their ahility to 
pay specie. Then commences the remedy for the depreciation of such a curreuoy. 
When the demand for specie has hecome so intense or the quantity of it so mncli 
diminished as to alarm the hanks, the remedy commences. It is a sure though a 
sharp remedy. It is hrou^ht into operation hy stopping all discounts at the hanks 
and requiring the payment of all previous loans as they fall due. Traders and mer- 
chants are forced at such times to make great efforts to ohtain money to pay back 
their loans to the hanks. To do this they must sell property at low prices or borrow 
money at exorbitant rates. This is the only process by which to remedy the 
depreciation of a mixed currency consisting partly of paper money redeemable on 
demand in specie. It is a process which invigorates the currency at the expense of 
the industry and the enterprise of the country. 

Aqd hear what Hon. Nathan Appleton^ of Boston, said, as quoted by 
Mr. Hooper: 

But these alternations of bank expansions and nominal prosperity followed by 
bank contraction, disappointments, and perhaps failures, are very much to be depre- 
cated. The banks, to be sure, have no difficulty in these cases if weU managed; the 
whole pressure is thrown on the mercantile community. 

The Ohaibman. The whole pressure of what? 

Mr. Oilman. Of a bank crisis; of a panic. The banks do not suflPer; 
the whole pressure of the panic is thrown on the mercantile commu- 
nity. Mr. Hooper continues: 

If paper money is ever useful to a country it can only be in great emergencies and 
it should be reserved as a resource to supply the means for the defense of the country 
when other resources are exhausted. At such a time it may be used for the buHinesa 
transactions within the country to relieve the coin from that service bo that it may 
be used by the Government in the exigency for the common welfare. 
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l^owj that is exactly what I said, and I did not know that Mr. Hooper 
had said it. 

No blame shonld be imputed to the banks or to their directors for the inconyen- 
ience and distress caused by forced liquidation. They have consulted only the 
interests of the banks. In doing so they were true to the system. 

Mr. FowLEB. Eead that again 

Mr. GiLMAN (reading). "In doing so they were true to the sys- 
tem." That is, when they carry out the system according to its legal 
provisions. 

Mr. Fowler. It means more than that. It means they were trae 
to the principle of banking. 

Mr. GiLMAN. If you will allow me to finish this I think you will see 
he refers to the system of banking then prevailing. • 

Mr. Fowler. I know; but he refers not to the system of banking in 
any given time in the world's history, but to every relation which bank- 
ing bears to commerce. 

Mr. GiiiMAN. !No, sir; he refers to banking under this particular 
peculiar system. 

Mr. Fowler. What system t 

Mr. GiLMAN. This system of a large number of banks issuing cur- 
rency and holding the security themselves, which creates lack of 
confidence. 

The Ohaibman. Each independent bankf 

Mr. GiLMAN. Each holding security in its possession and Issuing 
its own notes. When a lack of confidence strikes the country, and 
these notes are sent home and the banks will not take them from their 
customers, and some banks fail and banking facilities are withdrawn, 
and their customers are compelled to liquidate and forced to sell out at 
great loss, then the panic which results from this state of affairs is due 
to the system 

The Chaibman. Ton mean due to the system that protects themf 

Mr. GiLMAN. I am just quoting his words — 

The interest of the bank is at variance with the* public interest. The customers 
of the bank sustain the loss while the banks have had the profit 

The Chairman. Who says that! 

Mr. GiLMAN. That is what Hooper says. Then he goes on 

The Chairman. Let us have that. 

Mr. GiLMAN. And says that he advocates as a first step to reform — 

That aU banking shonld be nnder a general banking law, and secondly, that banks 
should be required to place security for their currency iu the hands of a trustee. 

These are the two points behind the national banking law 

Mr. Fowler. I beg your pardon ; you are mistaken. All the banks 
of the South and those following the New York guarantee system, 
where they put up the securities themselves, put up State securi- 
ties and every kind of security, and the result was that they broke 
down completely. They absolutely destroyed the banks, and right by 
the side of it and succeeding it the system of issuing notos by the 
banks of the South went on, and through all these crises stood and 
sustained themselves and did not fail. 

The Chairman. That is a matter which is absolutely incontrovertible. 
All statistics prove that fact. 

Mr. Nbwlands. Then Hooper is wrong. 

Mr. FowLEB, If you will allow me, the possible defense of the propo- 
sition is this, the distinction is this, rather, that what you propose to 
put up is current liquidated wealth; that is the only defense you have 
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and that is your defense. In yonr case they pnt up the carrent 
liquidated wealth of the country, while nnder the system of New York 
and the one he refers to they put up the time obligations of the 
State, mercantile, etc. ; and there are a great many men in the country 
to-day who, if they exhausted our Gi[)vernment bonds, would put up 
railroad bonds, school bonds, and every other sort of thing, and the 
whole thing has been accepted historically in every part of the world, 
and more particularly in tbis part of the country. 

Mr. Oilman. There have never been any losses on the clearing-house 
certificates; never have been, and nevel'^an be. 

There have never been any losses on national-bank notes secured by 
Government bonds, and never can be. These are the two most recent 
instances of bank currency secured by assets in the hands of a trustee. 
The losses referred to by Mr. Fowler were due to defective security 
and not to the principle of a trusteed or secured currency. Many 
railroad bonds have become worthless, but no one advocates on that 
account to abandon the idea of having a trustee under the mortgage. 
A trusteeship is a necessity where the ownership of the obligations is 
participated in by many different persons. The Georgia law of 1838, 
if I remember correctly, allowed slaves to be used as collateral to bank 
notes. The limitation to specific classes of collateral is wrong in prin- 
ciple. The banks should be allowed to pledge their assets and the 
trustee — that is, the clearing house or their loan committee acting for 
them — should determine as to the sufficiency of the collateral. Experi- 
ence shows that by this method, on account of their contingent 
liability, the clearing houses will exercise great prudence to protect 
themselves from loss, and in so doing they protect the public also. 

The Chairman. Let me ask you a few questions. How would the 
capital of the clearing houses be furnished T 

Mr. GiLMAN. The clearing house is only the representative of the 
associated banks. There is no separate capital, but a clearing house has 
the responsibility of all the capital of its bank members. Clearing 
houses are trustees in this bill. 

The Chairman. Trustees of nothing! 

Mr. GiLMAN. To hold absolute security 

The Chairman. That brings us right to the point What is the 
absolute security they are to holdf 

Mr. GiLMAN. They are to hold such assets as the banks offer them, 
and which the loaning committee approve as good. 

The Chairman. Just give us a list of the assets. 

Mr. GiLMAN. The list of the assets would be commercial assets, 
promissory notes, bills of exchange, convertible bonds and stocks, and 
other securities and evidences of debt. These assets are to be received 
as collateral security for the circulating notes of the said association. 

Mr. Spalding. To the extent of 76 per centt 

Mr. GiLMAN. The notes are to be issued at 76 per cent of the 
appraised value of the assets. 

The Chairman. IJow, the idea of Mr. Appleton and Mr. Hooper — 
both of whom I knew, and I have talked over these financial matters 
with them— in what you have quoted, went to the point of the coin 
redemption of currency notes issued by banks. Now, what provision 
do you make for maintaining the parity between paper money and 
coin, and howt Their point was that hat should be maintained with 
more certainty and without injury to the public. What is your scheme f 

Mr. GiLMAN. Bill H. R. 9279 provides that security which is con- 
vertible, and which is approved as good security, is deposited with the 
clearing house as collateral for the loan of its circulating notes; and 
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the collateral security provides for the ultimate payment of these out- 
standing notes, the notes being issued at 75 per cent on securities sup- 
posed to be worth par, 100 cents. The coin value of those securities 
bein$^ 100 per cent, notes to the extent of 76 per cent of the value are 
issued on them, and that is like lending 75 per cent of the coin value. 

The Chairman. That we have understood — that is all clear — but that 
does not meet the point at all. How is the clearing house to get the 
coin to redeem the notes? 

Mr. Gllman. a clearing house is a place for the mutual set-off of 
debits and credits. If the coin is not provided to pay the notes by the 
banks whose obligations they are upon the day of demand, the loan 
committee of the clearing house must sell those assets to provide the 
money to take up those notes, and they have a margin of 25 per cent to 
protect them, and if that margin is not sufBcient, then any loss is to 
be assessed upon the members of the clearing house. 

Mr. Fowler. If exceeding 

Mr. GiLMAN. The securities. 

Mr. Fowler. Not only that, but they still have a claim against the 
bankf 

Mr. GiLMAN. Yes. 

The Chairman. Is your answer, then, that the coin to redeem these 
notes and all responsibility for their redemption is to be universal, as it 
was under the Suffolk system in New England, on the banks, and the 
clearing house is to be absolved from that? 

Mr. GiLMAN. The clearing house represents all its bank members. 
The bank borrowing money of the clearing house is the first guarantor, 
and if a loss occurs on a loan it is assessed on the other members. 

I do not think the Suffolk system is parallel. The Suff'olk Bank was 
the redeeming agent for banks of New England, each providing its own 
redemption fund. I do not think there was any mutual responsibility 
under that system. The Suffolk Bank system does not provide a cur- 
rency which circulates in the community, but one which gravitates in a 
straight line for the redemption bank. It is a question whether it does 
not make money scarce in the country and plenty in financial centers. 

The Chairman. I mean, absolved from that obligation f 

Mr. GiLMAN. No, sir. The clearing house is acting simply as trustee 
for the public to hold these securities, and if the debt is not paid on 
demand the loan committee then administers those securities and they 
provide the money by their sale. If there is a loss which the borrow- 
ing bank can not pay, it is assessed on the other members of the clear- 
ing house. 

The Chairman. When you say a "debt,'^ yftu mean when the cur- 
rency is presented and it is not redeemed they have to sell these 
securities f 

Mr. Gilman. When any of the currency which has been issued to 
the bank is not paid upon demand by that bank, that makes the loan 
immediately due, and the clearing house, as trustee, would immediately 
proceed to market those securities and close out the loan, and would 
have then a claim against the bank for any deficiency, and if the bank 
was insolvent the deficiency would be assessed upon 

The Chairman. What do you mean by closing out these securities! 

Mr. Gilman. Selling them for coin or legal tender. 

The Chairman. You mean to say the clearing house would sell those 
securities to day for gold and redeem these currency notes that they 
have issued and loaned to the bank in the gold that they got from the 
sale of these securities? 

Mr. Gilman. Yes, sirj in the gold or other legal tender. 
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Mr. Pbinoe. Kow, to make it plain to me, suppose I have a $20 bill 
issued by the First National Bank, say, of Galesburg, 111., under your 
proposed bill. I present that $20 bill to the bank and it refuses to pay. 
I ask for the gold and they refuse to pay it. Do I understand you to 
say that thereupon the clearing-house association proceeds to dispose 
of the assets or securities placed in the hands of the trustees in the 
clearing-house association, and that those securities are converted into 
coin, and out of that fund or coin I am to be paid the $20? 

Mr. Oilman. No, sir; the banks wait for the liquidation, not the 
public. 

Mr. Prince. How long am I to waifcf Say I am a poor man, and 
preseut my $20 as a result of my month's work ; say I bring that to the 
bank, which refuses to pay me, and I want to pay my rent, and if 1 do 
not, 1 will be put out of my house the next day; how am I to get my 
money f 

Mr. GiLMAN. Under this law the banks guarantee the payment of 
that money. All you have to do to get your $20 is to deposit the $20 
to your credit, or get some friend to do it if you have not a bank account, 
and get the money. Then the whole process of presenting that note 
is handed over to your bank and they relieve the business community 
of the whole matter, and that note would be deposited in the clearing 
house in payment of the obligations of the bank to the clearing house, 
and whoever had that note and wanted to collect it would send it to 
the bank and demand payment; so that the whole thing is taken out 
of your hands, and you do not have to go to the issuing bank to get 
your money, but you simply put it in your bank and get the money. 

Mr. Prince. But I have no bank account and 1 go to the bank which 
has issued this $20. I have worked for this money, and I go to the 
First National Bank, if you please, of the city of Galesburg, which has 
promised itself to pay this $20, and the clearing house has promised 
that this bank will pay it. It is issued through the clearing house by 
this First National Bank of Galesburg under your bill. I present the 
bill to that bank and that bank refuses to pay the bill. It is insolvent; 
it has collapsed and gone. Shall I wait around the corner somewhere 
until somQthing is done? 

Mr. GiLMAN. Say you went to the bank and found a notice on the 
door, "This bank is closed and in the hands of a receiver." Your note 
would be guaranteed by the remaining banks of the clearing house and 
its goodness would be unquestioned and no one would think of refusing 
to take it at par. 

Mr. Prince. Is it legal tender? 

Mr. GiLMAN. It is not legal tender. 

Mr. Prince. But suppose the man refuses to take it; suppose a man 
does not want to take it? 

Mr. GiLMAN. Then you could put it in another bank. It is supposed 
that anybody who has a small bill to pay can find a friend who has 
a bank account himself and get him to deposit that, and the bank 
assumes the collection of the note and the $20 is put to his credit and 
he can draw it out and give you the gold immediately on the day he 
put it in the bank; any holder could get the gold or the legal tenders 
lor the bill of that broken bank immediately, in spite of the failure. 
The banks would attend to the whole matter. 

Mr. Prince. Let me get it a little plainer. 

Mr. Spalding. Put the reverse of the proposition — how would you 
collect your bill? 

Mr. Prince. I can explain that later on when the times comes. I 
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bave this bill of $20, and I owe Mr. Fowler rent for the house in which 
I live. He has saed upon that for forcible entry and detainer to get 
me out. He wants me out, and if I tender him the $20 I owe him, 
which is the amount of rent and all costs up to date, say it just covers 
$20, 1 take $20 of that kind of money issued through the clearing house 
to this bank and the bank does not pay me. I stop by Mr. Fowler and 
I say, **Here it is," and he says, "It is not legal tender, and if not 
legal tender £ will not accept it" And I tender it to the court and the 
court refuses to accept it. 

I then look around, and I have no bank account, and I have no friends; 
I am without a Mend on earth, and I have a family, and I am liable to 
be turned out of my home. What shall I dot Where shall I go to get 
the money to pay Mr. Fowler, who will not take the bill I havef 

Mr. GiLMAN. You can go to any bank, even if you were not known to 
the bank. If there was any bank in the district, say 10 miles off, you 
could go to that bank and get your money. The profit to the banks 
on the currency would lead them to take care of its credit. 

The Chairman. What is the provision of law in regard to that? 

Mr. GiiiMAN. This law provides th^t these notes are good at the 
clearing house, and consequently any bank that has those notes can 
pay them to the clearing house in satisfaction of any debt against < 
them, and that makes them current all over the country. i 

Mr. Fowler. Will they take them without discount? 

Mr. Oilman. Without discount. 

Mr. Fowler. Take Mr. Prince's case. Suppose he went to a bank ► 
next door, and said : the First National Bank is closed which issued this 
note for $20: at what rate of discount, if any, would they take this 
$20 bill? 

Mr. GiLMAN. They are obliged to take it at par. They can afford to^ 
pay par because it is good in the clearing house. 

Mr. Fowler. They are not compelled to take itt 

Mr. GiLMAN. Section 13, line 8, of the bill 9279 provides that the cir- 
culating notes ^' shall be received at par at all the clearing houses in the 
United States organized under this act," and in section 12, line 17, it 
provides that "payment is guaranteed by the associated banks of the 
United States through any clearing house." I suppose no other party 
can be compelled to take a note that is not legal tender. 

Mr. Fowler. Oh, yes, they can; national bank notes are not legal 
tenders, and banks are compelled to take those. 

Mr. Oilman. National banks are not compelled to give legal tenders 
or gold for national bank notes issued by other national ba^^ks. Mr. 
Prince would be in the same fix with his $20 national bank note as if it 
were clearing-house currency. A national bank is only compelled to 
take it "for any debt or liability to it.'' So his landlord could refuse 
to accept a national bank note, and national banks could refuse to give 
him gold or legal tender for it, and he would have to call in a friend, 
just as I have suggested. As a matter of fact, national-bank notes and 
clearing-house currency would both circulate without question. It is 
provided that these notes shall be received at any clearing house, and 
that makes them at par. 

Mr. Fowler. How are you going to get them there? Wlio is going 
to get them there f Suppose the man was miles away from the clearing 
house. 

Mr. Prince. Suppose the clearing house was in Chicago and I am 
here. 

Mr. GiLMAN. Gompetition in business is so active that no difficulty is 
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ever experienced in caahing absolutely good currency. The great 
object is to make tlie notes of andoubied goodness and then to make 
them receivable by all banks, at all clearing houses over the land, for 
all debts due to banks. These guarantees would make the notes pass 
from hand to hand without difficulty. If a bank has an accumulation 
of these notes on hand they would immediately send them to the issuer — 
to the bank. 

Mr. FowLEB. Suppose they receive this $20 of Mr. Prince and they 
did not know what their assets were worth over there, and he says he 
will not give but $15, what protection has Mr. Prince gotf 

Mr. GiLMAN. The failure of the bank makes no difference in the 
goodness of the note. It is guaranteed by all banks. By this process 
of compelling the banks to accept these notes in payment of their credits 
at the clearing house it throws upon the banks the burden of collection. 
That is the point. 

Mr. Fowler. Do you not know that a bank always takes advantage 
of every piece of paper put to them? They will say, "1 do not know 
anything about this thing." The cashier will say he will not take this 
because he does not know about it or he will not give more than 915 
for it. 

Mr. Prince. And I owe you $20. 

Mr. Fowler. Would he not be unfortunate in that position? That 
is the point, I understand. 

Mr. Newlands. That could be entirely met by making it legal tender 
to the banks. 

Mr. Oilman. That is accomplished by compelling the banks to accept 
these through the clearing house. 

The Chairman. Where does the bill compel them to accept directly! 
What is the provision t 

Mr. Oilman. I read from the bill. 

The Chairman. What is the section! 

Mr. GiLMAN. Section 9; if you will, please turn to section 9, 

Mr. Newlands. What bill is this? 

Mr. GiLMAN. This is H. K. 9279. The seventh line on the ninth page : 

The bank member taking said circnlating notes shall engage to redeem them at all 
times wben called upon to do so by the clearing honse issuing the notes and to give 
any additional collateral needed to restore any depreciation, etc. 

Now, look at section 10. 

That each bank member taking such circnlating notes 



The Chairman. You want to talk right on this point. In line 7, 
page 9, it says this: 



The bank member- 



That is, the bank member of the clearing house, I suppose- 



Taking said circnlating notes shall engage to redeem at all times when called upon 
to do so by the clearing house issuing the notes. 

Now, there is nothing giving a person any right to call for the redemj)- 
tion of those notes at the bank except the clearing house which issues 
them. 

Mr. Prince. I suggest this, that the bank member shall be required 
to redeem at all times said circulating notes wben called upon so to do. 

Mr. Fowler. Then you make eac^b bank redeem the notes of all 
banks. How are you going to fix it thenf 

Mr. Prince. The bank I ask to pay the note refuses to pay it. Then 
I go, as Mr. Fowler says, next door and it refuses to take it without a 



INCOKPORATION OP CLEARING HOUSES. 33 

discount. Have yon any provision in this bill tliat, say, the Second 
National. Bank, which is in the building next door engaged in the 
banking business, will have to take my note at par? That is the point 
I want to get at and to clear up. This provision does not seem to me 
to require it. 

Mr. Oilman. Kor does the national-bank act contain that requirement 
in that form. The demand is made by the clearing house, because the 
notes would actually come into the hands of the clearing house. I can 
see that your suggestion would be an improvement to the bill and 
make it more clear on that point. This provision in reference to the 
clearing house covers the whole country, and any person in any city 
anywhere having a note can deposit it in the bank, and every bank 
in the clearing house is compelled to accept it in settlement of the 
claims due that bank. Thus, the collection of the note falls upon the 
person who receives it. 

Mr. FowLBB. That would be the dejwsitor t 

Mr. Oilman. The depositor puts it in his bank, which pays it to the 
clearing house, and by making the clearing house accept it in payment 
of balances with all the banks in the clearing house, that puts the notes 
at par. 

Mr. Kbwlands. As I understand your bill*, every bank member is 
compelled to make redemption of its notos it takes from the clearing 
house, and you say that every other bank member would be willing to 
accept those other notos issued by another bank member because he 
could tender them to the clearing house in settlement of claims due the 
clearing house from himf 

Mr. Oilman. Yes, sir. 

Mr. Newlands. iNow, that is the inducement, but there is nothing in 
your law which would compel the other bank member to take the notes 
of another bank and give par value for them. You simply say the 
inducement is that he can make use of those notes in settling the claims 
of the clearing house against himf 

Mr. Oilman. Yes, sir. The case would be exactly the same as now 
exists with national bank notes. 

Mr. J^ewlands. You are aware that under the national-bank act any 
holder of any national-bank notes issued by any bank can compel a 
bank other than the one issuing it to take that note in payment of the 
obligation due from him to the bank? 

Mr. Oilman. That ought to be included in this bill if it is not here. 
That point ought to be covered, as there is absolute security, and it is 
no hardship upon the banks to compel them to accept these notos from 
the public as well as through clearing houses. That provision is in the 
national-bank act, was in the old Stato bank laws, and is contained in 
the present Oerman banking law of March, 1875. 

The following sentence should be added at the end of section 13, page 
14, line 14 : 

And every bank member of every clearing house organized under this act shall 
take and receive at par, for any debt or liabihty to it^ any and all notes or bills issued 
by any clearing house of issue organized under this act. 

I would also add immediately after the above the following para- 
graph : 

The meeting together of any persons who are ofScers, agents, or employees of per- 
sons, firms, or corporations in any one or more places once in thirty days or oftener 
for the purpose of exchanging; paying, or in any other way satisfying any obliga- 

B &0 3 
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tions nBed in commerce among the Beveral States by any two or more of snch persons, 
firms, or corporations, or for the porjiose of the settlement of money transactions by 
the mutual set-off of d'ebits and credits, commonly called ''makiifg clearances'' for 
banks shall constitute such persons, firms, or corporations represented in such meet- 
ing a clearing-house association for the purpose of the taxation herein imposed, and 
such persons, firms, or corporations represented shall be jointly and severally liable 
to pay, and shall pay, into the Treasuiy of the United States a duty in amount equal 
to one-fiftieth of one per centum on tne aggregate amount of all such obligations 
exchanged, paid, or in any way satisfied, or on the aggregate amount of the money 
transactions settled by the mutual set off of debits and credits, at each and every 
meeting of persons acting for such persons, firms, or corporations : Provided, however , 
That in case any such clearing-house association pays one-half of the tax herein 
imposed on or before the day it is due and payable, the other half shall be, and is 
hereby, remitted : And provided further. That the tax herein imposed on clearing- 
house associations herein described shall be wholly remitted to all members of clear- 
ing houses that are incorporated under this act. 

I woald also add in section 9, page 9, line 8, to make it read as fol- 
lows, beginning with line 7 : 

The bank member taking said circulating notes shall engage to redeem them in 
the lawful money of the United States at lul times upon demand of payment duly 
made during the usual hours of business at the office of such bank member and also 
when called upon to do so by the clearing house issuing the notes, etc. 

Mr. iNEWLANDS. Does yoar bUl make any provision as to the kind of 
coin every bank shall keep on hand for the redemption of the circa- 
lating notes issued to it by the clearing house? 

Mr. GiLMAW. No, sir. 

Mr. Newlai^ds. That is left to its own determination and discretion? 

Mr. GiLMAN. Yes, sir; because the present bank law has complete 
provisions as to reserves, and it is best to leave that law just as it is, 
and when the clearing-house currency is secured by gold values, and 
in addition to that, when you add 25 per cent of those values to its 
security, and also add the guarantee of all the banks in the country, a 
bank circulation of this description could take care of itself. 

Mr. Nbwlands. Would you expect the bank to keep any funds on 
hand for that purpose? 

Mr. GijiMAN. Not for the purpose of providing for notes in addition 
to its other coin reserve; no, sir. 

Mr. Newlands. What do you regard as a safe reserve for a bank to 
keep against the calls of its depositors? 

Mr. GiLMAN. I think that the percentages of reserves that should 
be kept by banks depend upon the system under which the bank is 
operated. Now the reserves under our national system are entirely 
inadequate, because there is no provision for self-preservation, and a 
diminution of those reserves about 6 per cent all over the country for 
hoarding purposes would cause a panic. But take the Credit Lyon- 
naise as an example. The Credit Lyonnaise is under the French sys- 
tem, and its advertisements may be seen in the New York papers and 
elsewhere giving a statement of its condition. 

It is an immense bank and it has only about 10 per cent of its obliga- 
tions on hand in cash. That is according to a calculation I once made. 
It has 10 per cent more in call loans, and then it has bills receivable 
which it advertises are ^^immediately discountable at the Bank of 
France" to the extent of 50 per cent of its obligations, and adding 
these reserves together you have 70 per cent of the obligations of the 
bank, which are under their immediate call, and that makes a strong 
and impregnable position. It is strong with only 10 per cent in gold 
on hand ; but 10 per cent is sufficient under such a system. 

Mr. FowiiEB. IJnder the Credit Lyonnaise system? 
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Mr. Oilman. Under the system prevailing in France where the 
Credit Lyonuaise has its head office. 

The Chairman. That is to say, it is one of the branch banks 

Mr. Oilman. !No, sir; it is not. 

Mr. Newlands. He says, in effect, the Bank of France has branches f 

Mr. Oilman. The Bank of France supports the whole banking 
system of France with its reserve of $600,000,000 in gold and silver 

Mr. Newlands. As against what amount of deposits f 

Mr. Oilman. I should say that is about 60 per cent of its obligations. 
It is 85 per cent, I think, of their note circulation, and 60 per cent or 
^ per cent of the entire obligations, including their deposits. 

Mr. Kewlands. You say the amount of reserve depends upon the 
system; that under the national banking system of this country the 
reserves are inadequate. What reserves do you understand are kept 
as a rule by national banks in this country f 

Mr. Oilman. The reserves kept by the national banks vary in differ- 
ent parts of the country. There is a legal requirement of reserve to be 
held in lawful money. The country banks are required to hold 6 per 
cent of their deposits in lawful money in their vaults. Banks in reserve 
cities of the second class are required to reserve 12^ per cent, and banks 
in central reserve cities 25 per cent. The Western banks, the outlying 
banks, beyond the reach of our money centers, hold the largest amount 
of cash reserve. In Colorado, Nevada, California, and Oregon the per- 
centage of reserve held to deposits, according to the Comptroller's 
report of October 6, 1896, was 29.2 per cent^ the amount held above 
requirements was therefore 23.2 per cent. 

In the Eastern States of Maine, New Hampshire, Vermont, Massa- 
chusetts, Ehode Island, and Connecticut the country banks held 10.7 
■per cent at that time, having a surplus of only 4.7 per cent above the 
legal requirements, and yet they held $162,000,000 of deposits against 
t&,000,000 of deposits of the four first-named States, and the other 
States of the Union are classified between those two extremes. The 
average of the surplus reserves of the total banks in the United States 
above the legal requirements were 6.6 per cent at the time named. 

Mr. Newlands. When you say that the reserves of the national 
banks are inadequate, do you mean the legal reserve or the actual 
reserves that they havef 

Mr. Oilman. I refer in this to the lawful money reserve. 

Mr. Spalding. Kept in the safef 

Mr. Oilman. Kept in the safe. 

Mr. Newlands. Do you refer to the amount required by law, or the 
amount that they actually keep on hand, if the amount actually kept 
on hand is in excess of the legal requirement, as inadequate f 

Mr. Oilman. Both are inadequate. 

Mr. Newlands. I understand you to say a withdrawal of 6 per cent 
of the reserves of banks for hoarding 

The Chaibman. Deposits, you meant 

Mr. Oilman. Six per cent of deposits. 

Mr. Newlands (continuing). Would cause a panict 

Mr. Oilman. I would rather put it in this way: It would put the 
banks in a position where they would not be able to discount or afford 
relief to the business community, and they would be obliged to stop 
discounting and to call in loans to repair their reserves. 

Mr. Kewlanbs. About what are the total deposits in the banks of 
this country according to your understanding} 
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The Ohaibman. Those are all matters of statistics. 

Mr. IfEWLANDS. I know. 

Mr. GiLMAN. I should say, according to the report of the Oomptroller 
of the Currency 

The Chairman. What datet 

Mr. GiLMAN. October 6, 1896. There are 8,208 commercial banks, 
including national, State, and private banks, which had deposits of 
$2,553,000,000. 

Mr. NEWliANDS. Those are national banks! 

Mr; GiiiMAN. National, State, and private banks. There are loan and 
trust companies and savings banks in addition to that, making 9,456 as 
a total number of banks reporting, having at that time $5,075,000,000 
of deposits. 

Mr. Nbwlandb. Now, leaving out of view savings banks and stating 
it in round numbers, it would be about $4,000,000,0001 

Mr. GiLMAN. The commercial banks, which are the ones we ought 
to specially regard, have $2,553,000,000 of deposits. 

Mr. Newlands. Then 6 per cent of that would be $150,000,000, 
would it notf 

Mr. GiLMAN. One hundred and fifl^ million dollars. 

Mr. Nbwlands. A withdrawal of $150,0Q0,000 of deposits from the 
banks would create this condition approaching a panic Y 

Mr. GiLMAN. Under the strain of distress, not under the ordinary 
operations of business. There is a distinction. 

Mr. NfiWLANDS. If they are withdrawn for the purpose of hoarding, 
do you not think a panic would be produced by the withdrawal — yon 
make the distinction, I believe, between the withdrawal of deposits and 
redemption of the cash reserve of banks, do you notf 

Mr. GiLMAN. Tes. A closing of accounts may reduce deposits by 
what is equivalent to journal entries, without payment of cash. 

Mr. Newlands. How much would a reduction of $150,000,000 in 
deposits indicate a reduction in the cash reserve of banks f 

Mr. GiLMAN. About 6 per cent of deposits, but S3 per cent of the 
total reserves. 

Mr. Nbwlanbs. If the deposits were rednced $150,000,000 in all the 
banks of the country, what amount of coin reserves would that mean 
was withdrawn from the banks or lawful money reserves f 

Mr. GiLMAN. That would be determined by the nature of the with- 
drawaL If there were simple cross entries by which certain accounts 
were closed out on one side and certain other accounts were closed out 
on the o&er, it miglit not require any transfer of money particularly; 
but if that reduction was caused by the demand of Interior banks to 
strengthen their reserves or a demand arising from merchants who 
desired to put away money in their safe-deposit vaults for the purpose 
of providing against any eontingencies, it would be an entirely different 
matter, and 6 per cent of deposits withdrawn in this way would be suf- 
ficient to throw the whole system out of gear, for it would be equal to 
the withdrawal of one-third of the reserves. 

Mr. Spalding. New York went through something like that about 
two months ago. 

Mr. Newlands. Do you not think there ought to be some provision 
requiring a larger reserve to be kept by banks? 

Mr. Gilman. I think that is the great want of the country at the 
present time and that a reserve can be provided either by the power to 
issue a credit currency as in the case of the German banks, wMch does 
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not cost anything, it is nothing bnt tbe legal power, or it can be pro- 
vided by the actual patting up the money. A reserve provided in 
either way affords ample protection to the credit system. 

The Chairman. Can yon famish me, and if so, will yoa do so, the 
items of the assets and liabilities of the Bank of France anywhere 
within three or foar months after the occapation of Paris by the Ger* 
manst 

Mr. GiLMAN. I will endeavor to do that. 

[Sabseqaently Mr. Oilman famished the following statement con- 
cerning the Bank of France.] 

As requested, I now give yon a statement of the assets and liabil- 
ities of the Bank of France under three dates, Jane 30, 1870^ Septem- 
ber 8, 1870, which was the last rendered under the Empire, and June 
29, 1871, which was the first rendered under the Eepublic. Also to 
assist in understanding same, I give the valuable comments thereon of 
the (London) Economist in their issue of July 8, 1871. 

THE BEMABKABLE ACCOUNTS OF THE BANK OF FBANCE^ 

The accounts which the Bank of France has this week again for the 
first time since September begun to publish^ are perhaps the most 
remarkable bank accounts which have appeared. They represent the 
effects of a greater destruction in the political elements of credit (tak- 
ing the war and the civil commotion together) than have ever been 
known since banking became a trade, and that effect has been shown 
by the accounts of a bank much larger and stronger than any 
which has ever before been subjected to an equal or an analogous 
experience. 

The most important fact is that after all the calamities which have 
happened, even now the Bank of France can not be said to stand at aU 
badly, if we take due account of its peculiar position and circumstances. 
Of course the liabilities of a bank which has been required by its Gov- 
ernment to suspend specie payments, and which pays its outgoings in 
its own inconvertible paper, are for the present only nominal; they 
would only become real if specie payments were resumed. But if specie 
payments were resumed and if the liabilities of ^the Bank of France in 
consequence became real, these are what they would be: 

Notes and drafts in circulation £89,985,000 

Public deposita 5,631,000 

Private deposits 22,246,000 

Total , 117,862,000 

and the reserve would be nearly £22,000,000, or very nearly one-fifth. 
And this is really a very large reserve for a country like France where 
banking is very little developed. 

It is certainly a much larger proportionate reserve than exists in this 
country (England). The peculiar provision of PeePs act, which sep- 
arates the banking from the currency reserve, makes a comparison with 
any other country always difficult, since no other country has any cor- 
resx)onding circulation. But if we take the banking liabilities of six 
joint-stock banks only, and remember that the reserves of notes and 
coin in the Bank of England is the only store of actual cash which 
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England possesses to meet the banking liabilities of these banks and 
others, we find: 

BwMng UdbiUtie$ of the Bank of England and tix London JoinU$toek hanhi December 

SI, 1S70. 

Bank of England : 

Pnblio deposits £0,286,000 

Private deposits 20,283,000 

Seven-day and other biUs 750,000 

27 319 000 

London and Westminster Bank 22* 869^000 

London Joint Stock Bank 17,315,000 

Union 15,413,000 

London and Connty Bank 16,506,000 

City Bank 4,274,000 

Consolidated Bank 2,496,000 

106,192,000 

And the reserve of notes in the banking department is £12,574,000, 
or 12 per cent of the banking liabilities. Or if we inclnde the bank- 
note citcnlation and make the Bank of England acconnts ap into the 
^ old form," as it has now for so many years been called, the account is — 

LiaHlitiee, inekuUng olrenlaHim of Bank of England. 

Bank of England, oircnlation and deposits £51,512,000 

London and Westminster Bank i 22,869,000 

London Joint Stock Bank 17,315,000 

Union Bank 15,413,000 

London and Connty Bank 16,506,000 

City Bank 4^274,000 

Consolidated Bank 2,496,000 

Total 130,385,000 

and coin and bullion in both departments is £22,383,000, or 17 per cent 
of the entire liabilities, whether of banking or of circulation. 

In both cases, when we include only six joint stock banks, we find 
that the ratio of the English reserve to the English liabilities is less 
than that of the French reserve to the French liability: and the liabili- 
ties of these six banks are only an infinitesimal small part of the lia- 
bilities of England. If we could give all the liabilities of the private 
banks — ^all the liabilities of the English country bankers, whether on 
deposits or circulation — and all those of Irish and Scotch bankers, we 
should have a most formidable total. Broadly speaking, the reserve in 
the Bank of England is the only reserve (except the cash in the till and 
the comparatively small sums kept in Scotland and Ireland in conformity 
with the act of 1845) which is held against it; but the French liabilities 
outside of the Bank of France are, in comparison, very trifling, so that 
we are left with the great and strange result that after the invasion and 
after the civil war the credit system of France rests on a larger basis of 
cash and is supported by a far larger percentage of reserve to liabilities 
than our English credit system, though the latter is in its ordinary state 
and has not been tested by either invasion or internal convulsion. 

The principal reason of the remarkable present strength of the Bank 
of France is its unparalleled strength last year. At that time its 
liabilities were — 

Notes and drafts £59,588,000 

Pnblio deposits 7,031,000 

Private deposits 17,864^000 

84,488,000 
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and its bullion and specie nearly £52,000,000, or 62 per cent of its lia- 
bilities. Probably never since banking has become a trade, at least 
has taken its modern form of a receipt of deposits and an issue of 
promissory paper, has any bank held so large a proportion of cash 
reserve to its current liabilities as the Bank of France last year held. 
Most fortunately these strange and unprecedented political calamities 
attacked the bank at a period of exceptional strength, and therefore it 
has been able to surmount them so easily and to stand so well at last. 

The next most remarkable point — indeed, in one sense the most 
remarkable of all, for it is quite new and has never been stated before — 
is that the advances to the trading community of France have dimin- 
ished. In September, in the last account which was published till now, 
the discounts had risen to £64,000,000, while they are now £36,317,000, 
showing a reduction of nearly half since September. Nothing can speak 
more conclusively for the substantial soundness, both of the business 
of the Bank of France and of French commerce in general, than that it 
should have been possible for the bank to obtain and for the community 
to make this immense repayment. 

The immense augmentation in the paper circulation was obvious, was 
known before the publication of the accounts, and has therefore been 
much discussed. There is an important point on which it is desirable 
that opinions should be clear. 

As yet the issue of bank notes by the Bank of France during the 
invasion has been like the issue of bank notes by the Bank of England 
in a panic and after the suspension of PeePs act. In such cases with 
ns a great auxiliary circulation of checks is on a sudden rendered less 
efficient than usual and requires at the same moment a greater support 
of bank notes or coin than usual. Consequently at that moment of 
fear an issue of bank notes can occur without depreciation. Just so in 
France. The metallic circulation has lately been largely hoarded, and 
therefore the paper circulation is needed to take its place, and has 
taken it without being depreciated. But soon these hoarded sums of 
metallic money will come forth — some are now being sent forth on 
account of the loan — and it is not very easy to see how, if the metallic 
money comes out, the paper money can remain as large as it is without 
falling considerably in value. 

The enormous augmentation of the loan by the Bank of France to 
the French Government was a necessity in their position. They obtained 
the means to make it partly by diminishing their bullion, but mainly by 
an augmentation of paper currency which they could not have obtained 
without the leave of the Government. And as the Government gave 
that leave they were right to obtain the principal benetit from it. 

The Bank of France is an institution entirely opposed to all English 
ideas. The governor and deputy governor are appointed by the State, 
and they are, in fact, supreme in the bank. And the intervention of the 
executive Government in banking is opposed to established opinion 
and to sound political economy. But this much, at least, may be said: 
If the State in any country begins to foster banking it should do so in 
such a manner as to have a perfect control over the banking which it 
fosters. 

The French Government did not, like the Government of India with 
the old Bombay Bank, give the credit of its sanction to a bank over 
which it had no control. It took absolute authority over the bank, and 
by means of a council of skilled regents it is enabled to exercise this 
authority fairly. This may not be as good a system in which deposit 
banking, at any rate, is open to all the world, but it is the next best 
substitute for it. And at the moment of this disastrous invasion it has 
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enabled the State and the bank to cooperate and to aid one another in 
a singular and felicitoas manner* 

Bank 0/ I^ance aeetnmU, 



UABILITIB8. 



Capital 

Profits and reserve 

KotM in oircolation and drafts on provinoes. 

Pablio deposits 

Private deposits 

Beaerve for liquidation of three branchea 



Total. 



ASSETS. 



Cash and bnllion 

Private secarities 

Postponed bills 

Government securities 

Treasury obligations 

Advances to city of Paris 

Property of the bank, sundries, etc. 



Totaa. 



June 30, 

1870. 



£7,300,000 
1,326,000 

59,588,000 
7,031,000 

17,864,000 



93,109,000 



51.000.000 
30,815,000 



10,142,000 



751,000 



93,108.000 



Sept 8, 1870. 



£7.300.000 
1,326.000 

73,193.000 
7.151,000 

18,820,000 



107,790,000 



82,320^000 
64,250,000 



10. 142, 000 



1,078,000 



June 20; 
1871. 



£7,300,000 
1,834,000 

89,985,000 
5, 631, 000 

22,246,000 
1,040,000 



127,536,000 



21.904,000 

21,402,000 

14,866,000 

9.782.000 

47,720.090 

8,400,000 

8.324.000 



107,790,000 



127,537,000 



The Chairman. Can yon give me, and will you do so, either a copy 
of or information as to where I can find the speech of Mr. Goschen in 
January, 1890 or 1891, concerning the financial condition of the Bank 
of England? 

Mr. Gllman. Yes, sir; Mr. Goschen's speech is discussed and quoted 
in a pamphlet written by S. F. Hopkinson, the Leeds proposal and the 
answer from London. 

TheOHAiBMAN. The securities, as you call them, that would be 
pledged by the bank to the clearing house for the currency that tlie 
clearing house furnishes the bank would be the ordinary securities or 
notes that it took in its regular way of business as a bankf 

Mr. GiLMAN. Yes^ sir. 

The Chairman. When a bank issues currency directly against its 
assets, as is done in France and Germany and was done under the old 
Suiiblk system and under the old State bank system, it issues it against 
these very securities that under your system it issues? 

Mr. GiLMAN. Yes, sir; the only difierence being that in one case 
there is the actual pledge of the assets in the hands of a trustee to 
secure the clearing-house currency, and there is no such pledge when 
the notes are issued against the assets in their own hands. In France 
the privilege of note issue is given to one bank, and in Germany to 
about six. To give the same privilege in our country to 3,000 bauks 
would not follow their example, and would invite disaster. Currency 
was not issued under the Suiiblk system; that was only a method of 
redemption. 

The Chairman. Then the only difference is in the distinction and 
positive pledge of specific assets of a bank placed in the hands of tlie 
second party, rather than the whole assets of the banks remaining in tlie 
hands of the banks as against the notes it issues when the law gives a 
first lien on all the assets of the bank and its stockholders and the liar- 
bility of the assessment of the stockholders as security for the currency t 

Mr. Gilman. Yes, sir ; that is the difference, and the liability to a lack 
of confidence* I will say the confidence comes in just at that point. 
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This describes the method. The object is to make the banks sustain 
their customers as well as derive a profit from them* This they do by 
turning to the clearing house to find the remedy for a bank crisis, 
instead of throwing the whole pressure on the mercantile community, 
to use the words of Kathan Appleton. The result is that cooperation 
is thus established, which prevents the interests of the banks from 
being at variance with the interests of the people. A secured currency 
with a cooperative system will produce stability, and an unsecured cur- 
rency, whether under the Suffolk system or any other, will produce 
panics. 
Thereupon the committee adjourned. 



H. S. 9725.— HFTT-FIFTH C0H6SESS, SEGOVD SESSIOH. 

IN THE HOUSE OF REPBESENTATIYES, 

Apbil 6, 1898. — Mr. McCleary introduced the following bill, prepared hy 
the Special Subcommittee of the Banking and Currency Committee^ con- 
sisting of Hon. James T. McCleary, Hon. George W. Prince, and Hon, 
John Murray Mitchell; which biU wa^ referred to the Committee on 
Banking and Currency and ordered to be printed, 

A BILL To provide for strengtheniiig the public credit, for the 
relief of the United States Treasury, and for the amendment of the 
laws relating to national banking associations. 

iBsne and T»- Be it cnoctcd by the Senate and House of Representatives 
%\T\oneltth-ofthe United Statcs of America in Congrcss o^scmblcd^ That 
hrfied. ^ there is hereby created a division in the Treasury Depart- 

ment to be known as the Division of Issue and Redemption, 
under the charge of an assistant treasurer of the United 
States, who shall be appointed by the President, by and 
with the advice and consent of the Senate. 
Pnnds in di- jsbo. 2. That to the division of issue and redemption 
wS^^idLnptibn* shall be committed all functions of the Treasury Depart- 
ment pertaining to the issue and redemption of notes and 
certificates, and to the exchange of coins; and the said 
division of issue and redemption shall have the custody of 
the bank-note guaranty fund and of the redemption fund 
of the national banking associations, and shall conduct tlie 
operations of redeeming the circulating notes of national 
banking associations, as prescribed by law; and to this 
division shall be transferred all gold coin held against 
outstanding gold certificates, all silver dollars held against 
outstanding silver certificates, all United States notes held 
against outstanding currency certificates, and all silver 
dollars and silver bullion held against outstanding Treats- 
ury notes issued under the act of July fourteenth, eiglit- 
een hundred and ninety, and such amount of snbsidisury 
and minor coins as the Secretary of the Treasury shall oon.- 
sider necessary for the issue and exchange of such coItis, 
and the ftinds deposited with the Treasurer for the redemp- 
tion or retirement of the circulating notes of national bank:- 
ing associations. All accounts relating to the business of 
this division shall be kept entirely apart and distinct from 
those of the other divisions of the Treasury Department; 
and the accounts relating to the national banking assoeia- 
tions shall be kept separate and apart from all otlier 
accounts in said division of issue and redemption. 
» e 8 e r T e Sec. 3. That a reserve shall be established in the divi- 
5SS tod riive?.' sion of issue and redemption aforesaid by the transfer to it 
by the Treasurer of the United States from the general 
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fdnds of the Treasury of an amount of gold, in coin and 
bullion, equal to twenty-five per centum of the amount, 
both of United States notes and Treasury notes issued 
under the act of July fourteenth, eighteen hundred and 
ninety, outstanding, and a further sum in gold equal to 
five per centum of the aggregate amount of the coinage ot 
silver dollars. This reserve shall be held as a common 
fund, and used solely for the redemption of said notes and 
in exchange for said notes and for silver dollars and sub- 
sidiary and minor coins, as hereinafter provided. 

Sec. 4. That it shall be the duty of the Secretary of the Duty ot the 
Treasury to maintain the gold reserve in the division of ^e^aTJr**/ *tS 
issue aud redemption aforesaid at such sum as shall secure inaintam snch 
the certain and immediate redemption of all notes and'^®*®^®' 
exchange of all silver dollars presented, as hereinafter pro- 
vided for, and the preservation of public confidence; and 
for this purpose he may, ftom time to time, transfer to the 
division of issue and redemption any funds in the l^eas- 
nry, not otherwise appropriated, in excess of i cash bal- 
toce of fifty million dollars, said caish balance to be 
determined in the same manner in which it is now deter- 
mined; and in addition thereto he is hereby authorized to 
issue and sell, whenever it is in his judgment necessary to 
the ends aforesaid, bonds of the United States bearing 
interest at a rate not exceeding three per centum per an- 
num, payable in gold coin at the end of twenty years, but 
redeemable in gold coin at the option of the United States 
after one year; and the proceeds of all such sales shall be 
paid into the division of issue and redemption for the 
purpose aforesaid. 

Sec. 5. That the Secretary of the Treasury may, and he The secretary 
is hereby authorized to, exchange gold coin held m the^ay^^jj''^fjy 
general cash of the Treasury for notes held in the division fimds. 
of issue and redemption; and he is hereby further author- 
ized to exchange notes of one denomination for a like 
amount in notes of another denomination, or notes of one 
of two classes for a like amount in notes of the other class, 
and may replace notes worn or unfit for circulation by new 
notes of the same class; but none of these exchanges shall 
at any time alter the amount of money to be held in the 
said division. 

Sec. 6. That the division of issue and redemption shall, Dudes of divi- 
at Washington and at such subtreasuries of the United ^empuoi? *"* 
States as the Secretary of the Treasury may from time to 
time designate, on demand : 

First. Pay out gold coin for gold certificates; 

Second. Pay out United States notes for currency cer- 
tificates; 

Third. Pay out gold coin in redemption of United States 
notes and Treasury notes of eighteen hundred and ninety; 

Fourth. Pay out silver doUars for silver certificates of 
any denomination; 

Fifth. Issue silver certificates of denominations of one 
dollar, two dollars, and five dollars in exchange for silver 
dollars and for silver certificates of denominations above 
five dollars; 
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Sixth* Pay oat gold coin in exchange for silver dollars; 
Seventh. Pay oat silver dollars held in the division of , 
issae and redemption aforesaid, and not covered by oat- ; 
standing silver certificates, in exchange for gold coin, 
United States notes, or Treasary notes; 

Eighth* Pay oat United States notes or Treasary notes, 
not sabject to immediate cancellation, in exchange for gold 
coin; 

Ninth. Pay oat gold coin in exchange for sabsidiary and 
minor coins presented in sams of twenty dollars or mnlti- 
ples thereof, and pay oat sabsidiary and minor coins in 
sams of twenty dollars or mnltiples thereof in exchange 
for any lawfal money; 

Tenth. Pay oat in redemption of national-bank notes 

the moneys in the division available for that parpose. 

Gold oertifi- Seo. 7. That gold Certificates and carrenoy certificates 

raicy M^oAtM shall, whenever presented and paid or received in the Treas- 

r^ired and can- oty, be retired and canceled. All provisions of law aathor- 

izin^ the issae or reissae of gold certificates or carrency 

certificates are hereby repeal^. 

xxobange of Seo. 8. That whcn the division of issae and redemption 

^nited^ s t^t^8 shall havc paid oat gold coin in exchange for United States 

S?ynotM ^'*** notes and Treasary notes presented for payment, it shall 

fipm time to time cancel saoh amoants of notes so paid as 
shall not exceed the amoant of national carrenoy notes 
issaed sabseqaent to the taking effect of this act. 
n Jt??t!l*y *bS Sbo. 9. That the Secretary of the Treasary may, in his 
transferred for discretion, from any fands in the general Treasury not set 
oanoeiiation. apart ander section foar of this act or otherwise appropri- 
ated, transfer to the division of issae and redemption any 
United States notes or Treasary notes which, on such trans- 
fer, coald then lawfally be canceled ander the provisions of 
this act if they had been redeemed on presentation; and 
when so transferred the same shall be canceled. And the 
Secretary of the Treasary, whenever there may be United 
States notes or Treasary notes in the general Treasary which 
are not available as snrplas revenne, and which apon trans- 
fer to the division of issae and redemption coald then law- 
fally be canceled ander the provisions of this act, may ex- 
change sach notes with the division of issae and redemp- 
tion for gold coin, and sach notes shall thereapon be can- 
celed. 
no^*^id2i^ ®®^- ^^* ^^** United States notes or Treasary notes 
in gold not to be oncc redeemed shall not be paid oat again except for gold 
For ^ii^^^oJcoin, anless there shall be an accamalation of sach notes in 
wdT^ states the division of issae and redemption which can not then be 
ciuiceled ander the provisions of this act, in whicli case the 
Secretary of the Treasary shall have aathority, if in his 
jadgment that coarse is necessary for the pablic welfare, 
to invest the same, or any portion thereof, in bonds of the 
United States for the benefit of the gold reserve in the 
division of issae and redemption, sach bonds to be held in 
the aforesaid division, sabject to sale at the discretion of 
the Secretary of the Treasary for the benefit of the said 
reserve in the said division of issae and redemptlon^.and 
not for any other parpose. 
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Sbo. 11. That no United States note or Treasury note g^^^ ^A\^ * 
issued under the act of July fourteenth, eighteen hundred than ten^doiia^s! 
and ninety, of a denomination less than ten dollars shall ^®j^^®^^5^{jj" 
hereafter be issued, and silver certificates shall hereafter two dollars, fiye 
be issued or paid out only in denominations of one dollar, *®^**"- 
two dollars, and five doUars against silyer dollars deposited 
in the division of issue and redemption, or in exchange for 
silver certificates of denominations exceeding five dollars. 

Sec 12. That the circulating notes provided for in this note! de^l? **' 
act shall consist of two classes, namely, national reserve "** * ® "® • 
notes and national currency notes. The words ^^ national 
reserve notes," when used in this act, shall be understood 
to mean notes issued to a national banking association in 
exchange for United States notes, and for whose current 
redemption the banking association receiving the same 
shall be made immediately liable, and whose ultimate pay- 
ment shall be by the Government of the United States. 

That the words " national currency notes," when nsed 
in this act, shall be understood to mean notes issued upon 
the assets of a national banking association, whether 
secured by deposited United States bonds or otherwise, 
and constituting a direct and ultimate liability of the said 
banking association, as provided in this act. 

Sec 13. That any national banking association, on com- sanknotesnot 
plying with the provisions of this act, shall, if its capital ^|^®j^"°*p^**^ 
be wholly paid up and unimpaired, be entitled to receive 
from the Comptroller of the Currency national currency 
notes of different denominations hereinafter provided (none, 
however, being less than ten dollars) in blank, registered 
and countersigned, as provided by law, to the amounts and 
in the manner following, and on the following telrms and 
conditions, but in no case exceeding the amount of such 
paid-up and unimpaired capital: 

Subdivision A. That upon deposits by national banking j^^^^^^-^**®^ 
associations of United States bonds, bearing interest, as 
provided by law under the provisions of sections fifty-one 
hundred and fifty-nine and fifty-one hundred and sixty of 
the Eevised Statutes, such associations shall be entitled to 
receive from the Comptroller of the Currency national cur- 
rency notes of different denominations in blank, as provided 
by this act, equal in amount to the par value of the bonds 
so deposited, and national banking associations now having 
bonds on deposit for the security of circulating notes less 
in amount than the par value of the bonds, or which may 
hereafter have such bonds on deposit, shall be entitled to 
receive, immediately upon there reorganization under this 
act, national currency notes to an amount which will 
increase to l^e par value of the bonds the aggregate amount 
of circulating notes held by such associations in conse- 
quence of the deposit of such bonds; and when from time 
to time the circulating notes of any association issued prior 
to the passage of this act are received by the division of 
issue and redempticm, and it shall be the duty of every 
national banking association to present them to said divi- 
sion as rapidly as possible, they shall be canceled, and said 
association shall be entitled to receive in lieu thereof an 
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eqaivaleBt amount of tbe national currency notes provided 
for in this act: Provided^ That nothing herein contained 
shall be construed to modify or repeal the provisions of 
sections fifty-one hundred and sixty- seven and fifty-one 
hundred and seventy-one of the Eevised Statutes, authoriz- 
ing the Comptroller of the Currency to require additional 
deposits of bonds or of lawful money in case the market 
valae of the bonds held to secure the circulating notes 
shall fall below the par value of the circulating notes out- 
standing for which said bonds may be deposited as security. 

Eeeerve notes Subdivision B. That any national banking association 
SStes?^"**^®^ may deposit with the Treasurer of the United States, under 

such regulations as the Secretary of the Treasury may 
approve, United States notes, and shall then be entitled to 
receive in exchange therefor from the Comptroller of the 
Currency an equal amount of national reserve notes, of the 
kind and denominations described in section fourteen of 
this act, and to receive and issue in addition thereto an 
amount of national currency notes equal to the amount of 
national reserve notes received as aforesaid: Provided, 
however J That when any national banking association shall 
have taken out an amount of national reserve notes equal 
to thirty-five percentum of its capital, it shall not be 
required to take out any further amount of national reserve 
notes in order to be entitled to receive and issue national 
currency notes to the full amount of its paid up and unim- 
paired capital as authorized in this section. 

That from and after three years after the passage of this 
act no national banking association shall be granted an 
extension or renewal of its charter, and from and after the ^ 
passage of this act no national banking association shall 
be granted a certificate of organization, unless such associ- 
ation shall take out in the manner prescribed herein an 
amount of national reserve notes equal to at least twenty- 
five per centum of its capital, subject to the exemptions 
provided in section eighteen of this act. 

United States notes received into the division of issue 
and redemption in exchange for national reserve notes 
shall be canceled as received. 

National cnr- Sulxlivlsion C. That the national currency notes con- 
mount°UMf?nS stitutc a paramount lien upon the bonds deposited to secure 
assets. circulation and upon all the other assets of the association 

issuing such notes. 

Description of Seo. 14. That iu ordcr to furnish suitable notes for circu- 
^*®** lation, the Comptroller of the Currency shall, under the 

direction of the Secretary of the Treasury, cause plates 
and dies to be engraved, in the best manner to guard against 
counterfeiting and fraudulent alterations, and shall have 
printed therefrom and numbered such quantity of circulat- 
ing notes in blank of the denominations of ten dollars, 
twenty dollars, fifty dollars, one hundred dollars, five hun- 
dred dollars, one thousand dollars, and ten thousand dol- 
lars, as may be required to supply the associations entitled 
to receive the same. 

Each national currency note shall express upon it^ face 
the promise of the association receiving and issuing the 
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same to pay the specified amount on demand, attested by 
the signatures of the president or vice-president and the 
cashier of such association; it shall also bear upon its face 
the statement that it is issued in accordance with the provi- 
sions of this act, which statement shall be attested by the 
written or engraved signature of the Comptroller of the 
Currency, and shall bear such devices and other statements 
and be in such form as the Secretary of the Treasury shall, 
by regulation, direct. 

Each national reserve note shall be in the same form 
and contain the same statements as the present United 
States legal-tender notes, and in addition thereto sball 
express upon its back or reverse side the promise of the 
national banking association receiving the same to pay on 
demand the sum specified on its face, which statement shall 
be attested by the signatures of the president or vice-pres- 
ident and cashier of such association. 

!N^o circulating notes shall be issued to any national 
banking association other than those described in this 
Act. 

Sec. 15. That national reserve notes issued to any j^^^/****®* 
national banking association, as defined in this Act, shall * ®^ 
be a full legal tender at their face value for all debts, 
public and private, except duties on imports and interest 
on the public debt, and shall be available for use in the re- 
serves of any national banking association; but no national 
banking association shall count or report any of its own 
notes as a part of its cash or cash assets. 

Sec. 16. That each year after the expiration of one year Reduction of 
from the passage of this act the Secretary of the Treasury ^SS^f^'** "^ 
may, from time to time, and at such times as to him shall 
seem best, and under regulations to be prescribed by him, 
decrease the deposits of the United States bonds required 
to be deposited under Subdivision A of section thirteen of 
this act by one-fourth of the amount of the bonds required 
to be deposited under this act as a basis of circulation, and 
from and after the expiration of five years from the passage 
of this act no such bond deposits shall be required; and no 
further deposit of bonds shall be required than is pre- 
scribed in this act; and any national banking association 
having at any time bonds of the United States deposited 
with the Treasurer in excess of the amount required by law 
to be at such time deposited may withdraw the whole 
or any part of such excess; Provided, however , That such 
decrease in the amount of bonds required to be deposited 
shall not of itself in any way interfere with the amount of 
circulaling notes previously issued by said banking asso- 
ciation : And provided further , That nothing herein con- 
tained shall be construed to authorize or permit the with- 
drawal of bonds required to be deposited under the provi- 
sions of section fifty-one hundred and fifty-three of the 
Eevised Statutes of the United States as security for the 
safe-keeping and prompt payment of the public moneys 
deposited with any national banking associations. 

Sec 17. That any national banking association organ- Bonds ^ro- 
ized within five years after the passage of this Act shall Sve^years."^ ^^ 
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be required, preliminary to commencing business, to de- 
posit only such amount of United States bonds as it 
would be required to have on deposit if it had been 
organized immediately after the passage of this Act. 
cnrrency notes Seo. 18. That after SO many United States notes have 
toiS^ oS^^r^'J^been canceled and destroyed, as herein provided, that m 
serve noteg. the judgmcut of the Secretary of the Treasury no more ot 
such notes are available for use as a basis for the issue or 
circulating notes, the deposit of such United States notes 
as provided in section thirteen of this Act shall no longer 
be required, but Treasury notes issued under the Act or 
July fourteenth, eighteen hundred and ninety, may then 
be accepted in lieu of United States notes; and when m 
the judgment of the Secretary of the Treasury no more ot 
such Treasury notes are available for use as a basis for 
the issue of circulating notes, the deposit of such notes 
shall no longer be required, and national banking associ- 
ations shall then be entitled to receive national currency 
notes to the amount which they would have been entitled 
to receive if such United States notes or Treasury notes 
were available for such use. . . 

Sec. 19. That any national banking association desiring 
to reduce the volume of its national currency notes may 
do so by redeeming the same and sending such redeemed 
notes to the Comptroller of the Currency, with the request 
that they be canceled ; and the Comptroller of the Currency 
may carry to the credit of any national banking associa- 
tion, or reimburse to it, the excess of either the bank-note 
redemption fund or the bank-note guaranty fund, or both, 
above the amount required by this act to be held against 
outstanding circulation. 

Sec. 20. That every national banking association shall 
at ail times keep and have on deposit with-the division of 
issue and redemption tor the purpose hereinafter specified 
a sum in gold coin equal to five per centum of its outstand- 
ing circulation of national currency notes not secured by 
United States bonds. The amount so kept on deposit shall 
constitute a fund to be known as the " bank-note guaranty 
fand," which fund shall be held for the following purpose, 
arud for no other, namely : 

Whenever the Comptroller of the Currency shall have 
become satisfied by the protest or the waiver and admis- 
sion specified in section fifty-two hundred and twenty-six, 
or by the report provided for in section fifty-two linudred 
and twenty-seven ef the Kevised Statutes of the United 
{States, that any association has refused to pay any of its 
circulating notes on demand, he shall direct the redemption 
of its national currency notes from the bank-note guaranty 
fond aforesaid, and the redemption in gold coin of the 
United States of the national reserve notes issued to it 
from the reserve ftmd in the division of issue and redemp- 
tion, and such notes shall thereupon be redeemed. After 
the failure of any national banking association to redeem 
^^^?^ said notes shall have been thus ascertained, the 
bonds deposited by it with the Treasurer of the United 
States shall be sold as provided by law, and the proceeds 
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af Buch sale sball be paid into the bank-note guaranty 
fund. 

The Comptroller of the Currency shall forthwith collect, 
for the benefit of said bank-note guaranty fund, from the 
assets of the bank and from the stockholders thereof, 
according to their liability as declared by this act, such 
sum as, with the bank's balance in the bank-note guaranty 
fund as aforesaid, shall equal the amount of its national 
currency notes outstanding. And for this purpose the 
United States shall, on behalf of the bank-note guaranty 
fund, have a paramount lien upon all the assets of the 
association ; and such fund shall be made good out of such 
assets in preference to any and all other claims whatsoever, 
except the necessary costs and expenses of administering 
the same. 

All national reserve notes so redeemed shall be canceled 
and destroyed, and all national currency notes so redeemed 
shall be held by the Treasury Department in the division 
of issue and redemption until the conclusion of the pro- 
ceedings of liquidation of said bank and shall thereupon 
be canceled and destroyed. 

The provisions of sections fifty-two hundred and twenty- 
six, fifty-two hundred and twenty-seven, fifty-two hundred 
and twenty-eight, fifty-two hundred and twenty-nine, fifty- 
two hundred and thirty-four, fifty-two hundred and thirty- 
seven of the Revised Statutes shall be applicable in the 
case of the failure of any national banking association to 
redeem in compliance with law the national reserve notes 
issued to it. 

Sbo. 21. That whenever the Comptroller of the Currency ^ -^''•JJ^g^f * ^ 
shall ascertain what deficiency, if any, exists between thei^^bank^n^te 
aggregate collection for the benefit of the bank-note guar-s^*^'**^^"*^- 
auty fund in the case of any failed bank and the amount 
of its national currency notes redeemed and to be redeemed 
from the said fund, he shall assess such deficiency upon aU 
the national banks in proportion to their national currency 
notes not i^cured by United States bonds outstanding at 
the time of the failure of such bank, said assessment, how- 
ever, not to exceed in any one year one per centum of the 
amount of such circulation of the several banking asso- 
ciations, respectively. 

Sbo. 22. That the Secretary of the Treasury be, and he chwraiityfimd 

■t i_ j.i_«j» i«j' j.» J. 'j.-i_ ™ay be invested 

IS hereby, authorized in his discretion to cause to be in tnited states 
invested in bonds of the United States any portion of the^**^^- 
guaranty fund hereinbefore provided for; and such bonds 
shall be held and disposed of for the benefit of such fund. 

Sbo. 23. That all interest accruing from the investment x?^'J***f *^'** 
of any portion of the aforesaid guaranty fund, and all funds |iemeiitaVy "?<> 
received in payment of the duties on circulation provided JJty Sid ^"' 
for in this act, shall be held in the division of issue and ^ * 
redemption in gold coin or in United States bonds, in the 
discretion of the Secretary of the Treasury, and shall be a 
fund supplementary to the guaranty fund, to be used only 
in case said guaranty fund shall ever become insuificient 
to redeem any national currency notes issued under the 
provisions of this act,^ and it shall not be taken into account 
in estimating the amount of assessments necessary to 

B & 4 
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replenish said gnaranly fdnd or in repayment to banks of 
their contribations to the guaranty fiind. 
^daHpiioB gj.^^ 24. That the fund of five per centam of ontBtanding 
circQlating notes required to be kept on deposit by every 
national banking association for the current redemption of 
the circulating notes of such association shall be required 
to be equal to five per centum of all the national reserve 
notes issued to it and of its national currency notes out- 
standing, and shall be in gold coin of the United States ; and 
the Comptroller of the Currency shall, with the approval of 
the Secretary of the Ti*easury, have authority to provide 
for the redemption of said notes at any or all of the sub- 
treasuries of the United States, and said notes shall be paid 
in gold coin of the United States. 

unit^^stlte"? S^^- ^' T^^* ^ ™°®^ ^f section three of the act of 
for ledemptioii. Juuc twentieth, eighteen hundred and seventy-four, 

entitled '^Au act fixing the amount of United States 
notes, providing for a redistribution of the national-bank 
currency, and for other purposes," as reads ^'And when 
the circulating notes of any such associations, assorted or 
unassorted, shall be presented for redemption in sums of 
one thousand dollars, or any multiple thereof, to the Treas- 
urer of the United States, the same shall be redeemed in 
United States notes," be amended to read: ^^And when 
the circulating notes of any such associations, assorted or 
unassorted, shall be presented for redemption in sums of 
one thousand dollars, or any multiple thereof, at the Treas- 
ury, or at such subtreasnries or other redemption agencies 
as may be designated by the Comptroller of the Currency, 
the same shall be redeemed in gold coin of the United 
States; and authority is hereby given to the Comptroller, 
with the approval of the Secretary of the Treasury, to 
establish such other redemption agencies. But nothing in 
this act contained shall be construed to impose upon the 
United States any liability for the redemption of the notes 
of any national banking association, other than the national 
reserve notes, beyond the proper application of the 
redemption and guaranty funds deposited with the division 
of issue and redemption and the enforcement of the reme- 
dies by this act provided." 

re^v2"£^goid ^^^* ^^' "^^^^ **' leskst onc-fourth of the reserve of twenty- 
coin, five per centum of the aggregate amount of its deposits 
required under the provisions of existing law to be held by 
every national banking association in either of the cities 
designated as reserve or central reserve cities, and at least 
one-iburth of the reserve of fifteen per centam of the aggre- 
gate amount of its deposits required to be held by every 
other association, shall consist of gold coin of the United 
States actually held in the vaults of such bank : Provided, 
That nothing in this section, except as expressly provided, 
shall be construed to alter or in any way affect the provi- 
sions of existing law governing the maintenance of reserves, 
No contribution to the bank-note guaranty fund provided 
for in section twenty of this act* shall be counted by any 
national banking association as a part of its lawful reserve. 
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Sbo. 27. That when the amount of the national cnrrency V^^ ^ ^' 
notes of any national banking association issned under this ^^ ^ ^^ 
act shall exceed sixty per centum of its capital, every such 
national banking association shall pay, on or before the last 
day of every month, to the division oif issue and redemp- 
tion a duty imposed at the rate of two per centum per 
annum upon the average daily amount of said notes out- 
standing in excess of sixty per centum of its capital stock 
and not in excess of eighty per centum of such capital 
stock, and a duty imposed at the rate of six per centum per 
annum upon the average daily amount of such notes out- 
standing in excess of eighty per centum of its capital stock: 
Provided^ That for the purpose of computing the circulation 
subject to the tax herein provided for, all national currency 
notes, whether secured by United States bonds or not, shall 
be counted ; but national currency notes secured by deposit 
of United States bonds shall not in any case be subject to 
the duty herein provided. 

Circulating notes of any national banking association 
shall be deemed and held to be outstanding whenever they 
shall have been supplied by the Comptroller of the Cur- 
rency to such associations in blank, countersigned according 
to law, and shall not have been returned to the Comptroller 
for concellation or covered by an equal amount of lawful 
money deposited with the Assistant Treasurer in charge of 
the division of issue and redemption for the retirement of 
such notes. 

Sec. 28. That in order to enable the said Assistant Treas- Reports on oir. 
urer to assess the duties imposed by the preceding section, leouon oftesS!' 
the Comptroller of the Currency shall, within five days from 
the first day of each calendar month, make a return to the 
said Assistant Treasurer of the United States, in such form 
as he may prescribe, of the average daily amount of national 
currency notes of each national banking association out- 
standing during the calendar month next preceding; and 
every national banking association shall be notified by said 
Assistant Treasurer of the United States, within ten days 
from the first day of each calendar month, of the amount of 
the duties upon its national currency notes due from it to 
the United States under this act ; and every such asso- 
ciation shall, before the last day of such calendar month, 
pay to the division of issue and redemption, in lawM money, 
the full amount of such tax; and whenever any association 
fails to pay the duties imposed by this act the sums due 
may be collected in the manner provided for the collection 
of taxes, or said Assistant Treasurer may reserve the amount 
so due out of the interest as it may become due on any 
bonds deposited with him by such defaulting association; 
and while such default continues no ftirther amount of cir- 
culating notes shall be issued to such defaulting association. 

Sso. 29. That every national banking association shall ^j^^"**®* <>»*•"»- 
pay into the division of issue and redemption each half ^ ^' 
year, in the months of January and July, on or before the 
thirtieth day thereof, a duty of one- tenth of one per centum 
upon the value of its franchise, as measured by the aggre- 
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gate amount of its capital, surplus, and undivided profits 
upon the last day of the calendar month next preceding. 
Sections fifty two hundred and fourteen, fifty-two hundr^ 
and fifteen, fifty-two hundred and sixteen, and fifty-two 
hundred and seventeen of the Eevised Statutes of the 
United States are hereby repealed. But nothing in this 
section contained shall be so construed as in any manner 
to release any national banking association from any lia- 
bility for taxes or penalties incurred prior to the passage 
of this act. 
Banksgoingin Sbo. 30. That cvcTy bank going into liquidation, volun- 

toUqnidaUon. ^^^ ^^ iuvoluutary, Shall, prior to the payment of its 

creditors other than noteholders, and the distribution of 
any of its assets to its shareholders, deposit with the Assist- 
ant Treasurer in charge of the division of issue and redemj)- 
tion lawful money to such an amount that its totsA deposits 
of lawftd money shall equal the fidl amount of its out- 
standing national currency notes and its assessments pro- 
vided for by this act. 
Capital re- Seo. 31. That scctiou fifty-ouc hundred and thirty-eight 

quired. ^ ^{^^ Bcvisod Statutcs of thc United States be amended 

to read as follows: ^^No association shall be organized 
under this title in a city the population of which exceeds 
fifty thousand inhabitants with a less capital than two hun- 
dred thousand dollars. No association shall be organized 
with a less capital than one hundred thousand dollars, 
except that banks with a capital of not less than fifty 
thousand dollars may, with the approval of the Secretary 
of the Treasury, be organized in any place the population 
of which does not exceed fifteen thousand inhabitants, and 
that banks with a capital of not less than twenty-five thou- 
sand dollars may, with the approval of the Secretary of 
the Treasury, be organized in any place the population of 
which does not exce^ three thousand inhabitants.'' 
Branch banke Sec. 32. That it Shall be lawfal for any national bank- 

anthoriiied. jjjg associatiou to cstabiish branches, under such rules and 

regulations as may be prescribed by the Comptroller of 

the Currency, with the approval of the Secretary of the 

Treasury. 

Bank notes Seo. 33. That 80 much of scctiou fifty-one hundred and 

^^tJJ^'J^i^l^y eighty-two of the Eevised Statutes of the United States 

as provides that the circulating notes of national banking 
associations shall be received at par <^for all salaries and 
other debts and demands owing by the United States to 
individuals, corporations, and associations within the 
United States, except interest on the public debt and in 
redemption of the national currency,'' be, and the same is 
hereby, rex>ealed. 
comptrouer of Seg. 34. That scctiou three hundred and twenty-four of 

the cnrrency. ^jj^ Eeviscd Statutes of the United States be amended so 
as to read as follows: <^ There shidl be in the Department 
of the Treasury a bureau charged, except as in this act 
otherwise provided, with the execution of all laws passed 
by Congress relating to the issue and regulation of currency 
issued by national banking associations, the chief officer of 
which bureau shall be called the Comptroller of the Car- 
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rency, and he shall perform his duties under the general 
direction of the Secretary of the Treasury.^' 

Sec. 35. That the examination of the affairs of every Examination 
national banking association authorized by existing laws of banks, 
shall take place at least twice in each calendar year, and 
as much oftener as the Comptroller of the Currency shall 
consider necessary in order to furnish a full and complete 
knowledge of its condition; and the person making such 
examination shall have power to call together a quorum of 
the directors of such association, who shall, under oath, 
state to such examiner the character and circumstances of 
such of its loans or discounts as he may designate; and 
from and after the passage of this act all bank examiners 
shall receive fixed salaries, the amount whereof shall be 
determined by the Secretary of the Treasury; but the 
expense of the examination herein provided for shall be 
assessed by the Comptroller of the Currency upon the asso- 
ciations examined. The Comptroller of the Currency shall 
so arrange the duties of national bank examiners that no 
two successive examinations of any association shall be 
made by the same examiner. 

Sec. 36. That no association shall hereafter make any Loansorgratn. 
loan or grant any gratuity to any examiner of such associa- forb^d^^"^ 
tion. Any association offending against this provision 
shall be deemed guilty of a misdemeanor, and shall be fined 
not more than one thousand dollars and a further gum 
equal to the money so loaned or gratuity so given; and the 
officer or officers of such association who shall make such 
loan or grant such gratuity shall be likewise deemed guilty 
of a misdemeanor, and shall be fined not to exceed five 
hundred dollars. And any examiner accepting a loan or 
gratuity from any association examined by him shall be 
deemed guilty of a misdemeanor, and shall be fined not 
more than five hundred dollars and a further sum equal to 
the money so loaned or gratuity given, and shall be forth- 
with dismissed from the service. 

Sec. 37. That the Comptj^oller of the Currency, in addi- Extra exami- 
tion to the reports provided for by existing laws, shall havefor*^"*^'*''^^^ 
authority to call for such other reports, regular or special, 
as he may deem advisable; and such reports shall be ren- 
dered in such form as the Comptroller may prescribe, and 
each association making such report shall cause a copy 
thereof to be conspicuously displayed in a public place in 
its banking house for the period of thirty days from the 
date of such report; but nothing herein contained shall be 
construed to require the publication of such additional 
reports by each association in the manner prescribed for 
other reports now rendered. 

Sec. 38. That any national banking association hereto- one year forre> 
fore organized may, at any time within one year from the o^ganiMtion. 
passage of this act, and with the approval of the Comp- 
troller of the Currency, be granted, as herein provided, all 
the rights and be subject to all the liabilities of national 
banking associations organized hereunder: Provided, That 
such action on the part of such associations shall be author- 
ised by the consent in writing of shareholders owning not 
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less than two-thirds of the capital stock of the association. 
Any national banking association now organized which 
shail not within one year after the passage of this act be- 
come a national banking association nnder the provisions 
hereinbefore stated, and which shall not place in the hands 
of the Treasurer of the United States the sums hereinbefore 
provided for the redemption and guaranty of its circulating 
notes^ or which shall faQ to comply with any other provision 
of tills act, shall be dissolved; but such dissolution shall 
not take away or impair any remedy against such corpora- 
tion, its stockholders or officers, for any liability or penalty 
which shall have been previously incurred: Provided fur- 
ther^ That compliance with the provisions of this section 
by any national banking association shall not be construed 
as abrogating or changing the term of the existing charter 
of the bank in so far as to require compliance with the pro- 
visions for the organization of new banks. 

m?***reor«M?4 ^^^' ^^* ^^^^ ^^Y bank or banking association incor- 
vmler this act. poratcd by Special law of any State, or organized under the 
general laws of any State, and having a paid-up and unim- 
paired capital sufficient to entitle it to become a national 
banking association under the provisions of this act, may, 
by the consent in writing of the shareholders owning not 
less than two-thirds of the capital stock of such bank or 
banking association, and with the approval of the Oomp- 
troUer of the Currency, become a national bank under this 
system, under its former name or by any name approved 
by the Comptroller. The' directors thereof may continue 
to be the directors of the association so organized until 
others are elected or appointed in accordance with the pro- 
visions of law. When the Comptroller of the Currency 
has given to any such bank or banking association a cer- 
tificate that the provisions of this act have been complied 
with, such bank or banking association, and all its stock- 
holders, officers,^ and employees, shall have the same powers 
and pri^eges, and shall be subject to the same duties, 
liabilities, and regulations in all respects as shall have 
been prescribed for associations originally organized as 
national banking associations under this act. 

ti^5^iSo**n ®^^' ^^" ^^^* ®^ much of section nine of an act entitled 
Sf coni^rate^^^- ^^ Au act to enable national banking associations to extend 
istenoe. their corporate existence, and for other purposes," approved 

July twelfth, eighteen hundred and eighty- two, as reads as 
follows, < And no national bank which makes any deposit 
of lawful money in order to withdraw its circulating notes 
shall be entitled to receive any increase of its circulation 
for the period of six months from the time it made such 
deposit of lawful money for the purpose aforesaid : Providedj 
That not more than three millions of dollars of lawful 
money shall be deposited during any calendar month for 
this purpose: Andprovidedy That the provisions of this 
section shall not apply to bonds called for redemption by 
the Secretary of the Treasury, nor to the withdrawal of 
circulating notes in consequence thereof," be, and the 
same is hereby, repealed; and the Comptroller of the 
Currency is hereby authorized and directed to have pre- 
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pared and keep on hand, ready for delivery on application, 
blank notes to such an amount as he may deem advisable 
for each national banking association having circulation. v ted • hta 

Sec. 41. That nothing contained in this act shall bepreawved. 
construed to alter or afiect any vested rights of property 
or contract, or any x)enalties incurred before the taking 
effect of this act, or any part of it. 

Sec. 42. That all provisions of law inconsistent with orej^"^®"^"P«*^* 
superseded by any of the provisions of this act, be, and the 
same are hereby, repealed. 
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BEPOBT OF THE SPECIAL STTBCOHMITTEE 

OV THE BILL DRAFTED BT IT, ENTITLED 

A BILL TO PROVroE FOR STRBNGTHENING- THE PUBLIC CREDIT, 
FOR THE RELIEF OF THE UNITED STATES TREASUR7, AND FOR 
THE AMENDMENT OF THE LAWS RELATING- TO NATIONAL 
B ANKINQ ASSOCIATIONS. 



The parpose of this bill, as declared by its title, is the strengtbening 
of the pablic credit, the relief of the United States Treasury, and the 
ameudmeDt of the laws relating to national banking. Oniese objects, 
we believe, will' be best attained by relieving the Treasury Department 
of the current redemption of demand notes, casting that burden upon 
the national banks, and permitting the banks to provide the elastic 
element of the paper currency of the country. These results are 
sought in the bill herewith reported by the following provisions : 

THB aSNEBAL SCOPE OF THE BILL. 

1. A division of issue and redemption is established in the Treasury, 
for which the Secretary of the Treasury is authorized to set asi<le the 
general cash balance in excess of $50,000,000. This excess on March 
17, 1898, was $176,139,532. United States notes received by this 
division for redemption in gold are to be canceled and retired in pro- 
portion as certain substitute currency is issued. No note redeemed in 
gold is to be again paid out except under exceptional conditions, which 
are carefully guarded. 

2. National banks are required to assume the current redemption oi 
United States demand notes in order to obtain circulation based upon 
their commercial assets. A new class of notes, called <^ national reserve 
notes," is to be issued in lieu of legal-tender notes deposited by the 
banks with the Treasury, and these reserve notes are to be redeemed 
upon demand by the banks out of the redemption fund which they are 
required to maintain in gold. These reserve not-es are not treated in 
any respect as bank notes, because the banks are not liable for their 
ultimate redemption. 

3. The basis of national-bank note circulation will eventually be the 
commercial assets of the banks. This result will be reached, however, 
only after a series of years by a conservative method. National banks 
will continue to be required during one year after the passage of this 
bill to maintain the same amount of United States bonds as security 
for circulation which is required by existing law, but they will be per- 
mitted to issue notes to the face value of these bonds. This bond 
deposit may be reduced by one-fourth annually, beginning one year 
after the passage of the act. 

4. National banks are to be permitted to issue "national currency 
notes" upon their commercial assets to the amount of the reserve notes 
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issued to them in return for deposits of United States notes. Thepur- 
^se of this provision is to induce the conversion of United States 
notes into reserve notes, as well as to limit the issues of currency upon 
commercial assets. 

5. Treasury notes issued under the act of July 14, 1890, are to be 
dealt with eventually upon the same basis as United States notes. 

6. A tax of 2 per cent is levied upon national currency notes issued 
in excess of 60 per cent of the capital of any national bank. A tax of 
6 per cent is levied upon circulation of the same character in excess of 
80 per cent of the capital. 

7. The national curreticy notes based upon commercial assets are to 
be secured by a bank-note guaranty fund, made up by the contribution 
in gold coin of 6 per cent of the entire circulation of the banks. This 
fund may be replenished by calls upon the banks, if reduced by the 
redemption of the notes of failed banks; but no bank shall be required 
to pay more than 1 per cent in addition to its original deposit of 5 
per cent in any one year. The currency notes are also secured by a 
first lien upon the bonds on deposit as security and upon ail the other 
assets of the bank. 

8. The national reserve notes will continue to be legal tender until 
received into the Treasury from failed and liquidating banks, when 
liability for them will be assumed by the Government and they will be 
redeemed and canceled. Provision is made that they shall cease to 
be required as a basis of circulation when the Secretary of the Treasury 
is satisfied that there is no longer a sufficient amount available to meet 
the demands for new banks and increased circulation. 

9. Standard silver dollars are to be redeemable in gold, but silver 
certificates are redeemable only in standard silver dollars. The parity 
of silver with gold is secured by a gold redemption fund, deposited in 
the division of issue and redemption, equal to 5 per cent of the amount 
of silver which has been coined. 

10. Silver certificates are hereafter to be issued only in denominations 
of $1, $2, and $5. No United States tiotes or bank notes are to be 
issued in denominations below $10. 

11. National banks are required to pay a tax of one-eighth of 1 per 
cent semiannually upon their capital, surplus, and undivided profits. 

12. National banks are permitted to establish branches, under regu- 
lations to be prescribed by the Secretary of the Treasury. 

There are other provisions of the bill changing the existing national 
banking law in minor particulars, but they are nearly all directed to 
bringing existing law into harmony with the plan just outlined for the 
protection of the Treasury and the adoption of a more scientific bank- 
ing currency. In view of the importance of these objects, your com- 
mittee have thought proper to limit their discussion substantially to 
features enumerated above. 

NECESSITY FOR PROTECTING THE TREASURY. 

The necessity of so protecting the Treasury as to strengthen the 
public credit ought not to be a subject of dispute among those familiar 
with the events of the last five years. The essential purpose of the bill 
in this respect is to relieve the Treasury from the burden Of the con- 
stant redemption of Government paper money, and to obviate the 
necessity of selling interest-bearing bonds running for a long term in 
order to obtain gold for the continued and repeated redemption of the 
notes. It does not matter what view is taken of the responsibility for 
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the condition in wMch the Treasury has been found on several occa- 
sions during the last five years, which has resulted in the issue of 
$262,000,000 in long-term interest bearing bonds. If any political 
organization or any error of administration Bt the Treasury Depart- 
ment is responsible for these events, it only emphasizes the necessity of 
placing our currency system beyond the reach of political accidents. 
Our financial system should be such that no Administration, without 
radical change of law, should have the power to involve the commer- 
cial business of the country in disaster because the fiscal and banking 
operations of the Treasury might not be wisely conducted. This is one 
of the essential purposes of the bill reported by your committee — to 
separate the operations of the fiscal service of the Government &om 
the operations of commercial banking. 

There can be no question of the benefits to the Treasury and to the 
public credit in relieving the Treasury of the constant necessity of 
redeeming demand obligations. Such objections as have been made to 
methods heretofore proposed for terminating these conditions are, we 
believe, obviated by the plan herewith reported. The details and 
operation of that plan will be discussed after a general definition of 
the purposes of the proposed bill. Your committee propose to relieve 
the Treasury absolutely of the obligation of finding gold for the redemp- 
tion of a very large proportion of the legal-tender notes, and they believe 
that the small amount of such notes left outstanding will be given such 
enhanced credit by the operation of their plan that they will never again 
become a menace to the public credit and never bring in question the 
ability of the United States to fulfill the mandate of the act of November 
1, 1893 — "the maintenance of the parity in value of the coins of the two 
metals, and the equal power of every dollar at all times in the markets 
and in the payment of debts.'' 

EFFECTS OF DOUBT ABOUT THE PARITY. 

The importance of maintaining unquestioned and unimpaired the 
parity of all our forms of money is such that it involves almost every 
transaction of life and peculiarly the volume of business, the safety of 
investments, the value of pensions and insurance policies, and the 
legitimate profits of agricultural, industrial, and mercantile enterprises. 
From 1893 to 1896, the United States, by heroic efforts, succeeded in 
preventing any depreciation of their paper currency, but the mere sus- 
picion of the possibility that such a depreciation might occur was among 
the potent causes of the shrinkage of values and the paralysis of indus- 
try. Some conception of the effects of this uncertainty may be formed 
from the fact that the transactions of the New York clearing house 
shrunk from $34,421,380,870 for the year ending October 1, 1893, to 
$24,230,146,368 for the year ending October 1, 1894. The clearings 
throughout the leading cities of the country showed a shrinkage in the 
same period from $58,880,682,456 to $45,017,960,736. Figures like these 
measure, in some slight degree, the reduction in the volume of busi- 
ness, in the earnings of the people and in the employment for labor. 
There can be no doubt also that the withdrawal of foreign capital, as 
the result of like uncertainty regarding the maintenance of the parity 
of all our forms of money, added to the tendency to panic by the per- 
sistent withdrawal of gold, and diminished by the amount withdrawn 
the productive resources of the country. 

The cost to the laboring and industrial interests of the country was 
many times the amount which could possibly have been saved to the 
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Treasury by the issue of a noninterest-bearing for an interest-bearing 
security. Even under the latter head the mainteuance of a mass of 
Government paper at parity with gold by direct gold redemptions at 
the Treasury Department required, prior to the resumption of specie 
payments in 1879, the issue of United States bonds to the amount of 
195,500,000 and the issue in 1894, 1895, and 1896 of additional bonds to 
the amount of $262,316,400. These several issues of interest-bearing 
bonds, amounting to more than $11,000,000 in excess of the whole vol- 
ume of United States notes now outstanding, indicates in some measure 
the lack of economy, even from the narrow standpoint of the operations 
of the Treasury, in the maintenance of Government paper money un- 
protected by any of the usual resources of a bank of issue, discount, 
and deposit. The Treasury, moreover, loses constantly the interest on 
the entire gold reserve held for the redemption of United States notes. 
This reserve was officially stated on March 17, 1898, at $170,432,007, so 
that of the entire amount of United States notes outstanding, amount- 
ing to $346,681,016, not much more than half possessed in any true 
sense the character of a noninterest-bearing debt. 

THE DISADVANTAGES OP GOVERNMENT BANKING. 

The issue of paper money, redeemable directly by the Treasury, is a 
system which is not approved by the experience of any civilized State. 
It is not necessary for your committee to refer to the notorious inci- 
dents of the French assignats, nor the discredited issues of our own 
country during the war of the Eevolution. Oases less conspicuous 
are those of the Austro-Hungarian monarchy, which resorted to this 
method of finance in 1847 and gave forced legal-tender character to its 
treasury issues. The result was the perpetuation of a premium upon 
gold, which has not yet been terminated. Energetic steps were taken 
in 1892 to bring this condition to a close and to leave to the Austro- 
Hungarian bank the management of the paper currency. One of the 
first of these measures, recommended by all the leading financiers 
and political economists of the Empire, was the reduction and can- 
cellation of the Government legal-tender notes, and this process has 
been carried on until the premium upon gold has been reduced to a mini- 
mum, the Austro-Hungarian Bank has accumulated a large reserve, 
and the resumption of specie payments is upon the eve of accomplish- 
ment. A like course was taken by the German Empire when the cur- 
rency system was unified in 1875, and bonds were issued to take up and 
cancel the outstanding notes of the various German States. The Gov- 
ernment of Eussia, which has just resumed gold payments through the 
Imperial Bank, always issued its notes through the bank, and was 
thereby able, in spite of some abuses of this power, to exercise banking 
methods in controlling discount and exchange. The foreign exchanges 
were thus kept at a fixed point for several years, and the Bank of Eus- 
sia has been enabled to resume gold payments with an available gold 
fund of $600,000,000. The experience of the South American coun- 
tries, if it should be presented by your committee in detail, would 
afibrd even more striking proof of the failure of governments to main- 
tain their legal-tender paper currency at parity with the metallic 
standard. 

The history of the world hardly afibrds an instance of the success- 
ful maintenance of Government paper at parity with gold. The United 
States, from 1879 to 1893, afforded the most successful illustration of 
this experiment, but this period was one of prosperity seldom impaired 
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and of a rigid limitation of the note issues. When this limitation was 
removed by the act of July 14, 1890, providing for the issue of addi- 
tional legal- tender Government notes ibr the purchase of silver bullion, 
the usual effects of a government paper currency soon reappeared, 
gold was largely expelled from circulation, doubt and distrust seized 
the markets, and the great loss inflicted upon the exchanges and upon 
the earnings of capital and labor foreshadowed in some slight degree 
the disaster which would have ensued by the actual suspension of the 
redemption of Government notes in gold. 

THE BENEFITS OF A BANEINa OUBBBNCT. 

The essential objection to a paper currency issued by the Government 
brings us to the fundamental reasons which justify those portions of 
the bill reported relating to the banking currency of the country. A 
currency issued by commercial banks has the advantage that it is 
responsive in quantity to the demands of business. No such condition, 
can exist with a Government paper currency. Such contraction and 
expansion as have occurred during recent years have been directly 
counter to the current of business necessity, as the result of the lock- 
ing up of an excessive surplus when active business increased the 
revenues of the Government, and the pumping into the circulation of 
an excess of money when dull business created small revenues and a 
X)ersistent Treasury deficit. The operation of a Government paper cur- 
rency couM never be automatic, like that of a bank currency. It must 
be subject either to the arbitrary will of an individual in the Treasury 
Department or to the accidents of the public revenue, often resulting 
in a redundant and excessive circulation in times of business depres- 
sion, causing the expulsion of gold from the country and intensify- 
ing the conditions of panic arising from other causes. These facts 
are well understood by economists and have condemned government 
paper currency in nearly every enlightened country of the world. 
They have, moreover, justified the issue of currency through the banks, 
because such issues are governed by commercial conditions. By the 
law of self-preservation and by the enlightened self-interest which gov- 
erns ccHnmercial operations, banks authorized to issue notes upon 
commercial assets diminish their issues when redundancy in the circu- 
lation is indicated by frequent demands for gold redemption and expand 
their issues to meet the needs of business when large gold imx>orts 
indicate that the means of circulation are deficient. 

A banking currency is not only sound in theory, but it is safe in 
practice. Whatever disasters have attended excessive issues of bank 
notes, they are not comparable in their effects to the disasters attend- 
ing the issues of Government paper money, because bank-note issues 
can not change the standard of value nor the obligation of contracts. 
The issues of banks are not usually legal tender in payment of debt, 
and when they are made by law a legal tender it is almost universally 
upon fche condition that they shall be redeemed upon demand in the 
metallic standard. The removal of the currency from the accidents of 
politics, by taking it out of the direct management of the Treasury 
Department, insures the maintenance of the parity of paper and 
metallic money so long as the maintenance of such parity is possible 
under any conditions. Conditions sometimes arise which compel 
specie suspension, but the fact that the banks are responsive to law 
and are the creatures of law insures the requirement that they shall 
resume specie payments at the earliest practicable moment. A gov- 
ernment, on the other hand, is sovereign and acts within its own dis- 
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cretion in the payment of its debts. The people of the United States 
can be trasted not to be lenient with banks of issue in permitting them 
to suspend the redemption of their notes in specie beyond the time 
when such suspension may be absolutely required by political or eco- 
nomic conditions. No argument is conceivable which would appeal to 
the masses of the voters in favor of permitting the banks of the country 
to continue to float their noninterest-bearing notes at a discount in coin 
ibr any such period of seventeen years as the Government, in the exer- 
cise of its sovereignty, saw flt to take between 1862 and 1879. 

THB ADVANTAGES OF EXTENDING CREDIT. 

More important in some respects to a country like the United States 
is the iK>wer for the extension of credit by means of bank-note issues. 
A bank note is essentially the same in cho^racter as the note of an indi- 
vidual or the check of a bank. It comes even closer in character to a 
certified check. It is substantially the certified check of the bank, 
printed and issued in such a form as to be conveniently transferable 
&om one holder to another without indorsement. It is a well-reasoned 
theory of economic students that there is no more justification for 
imposing an arbitrary limit upon bank-note issues than upon the issue 
of personal obligations, like promissory notes and checks. The reason 
which justifies regulation of bank-note issues is that of the conven- 
ience of the holder, who should not be compelled to make x)ersonal 
research as to the responsibility of the issuer of each note and distin- 
guish between the notes which he receives. But such regulation should 
not be of a character to hamper industry or deprive commerce of its 
legitimate tools of exchange. It would be immaterial in a community 
closely populated, with banks of deposit within easy reach, and where 
every member was accustomed to deposit books and checks, whether any 
currency were in circulation beyond the smallest amount for change. 
The necessity for a banking currency is derived from the conditions of a 
thinly settled community where the substitutes for bank notes, checks, 
and deposit books are not within easy reach and in general use. 

It is the belief of your committee, sustained by a great volume of 
expert evidence, that the present national banking system, with the 
issues of Government paper from the Treasury at Washington, does 
not meet the requirements of the country in respect to an elastic and 
sufficient circulating medium. The issue of a banking currency based 
upon commercial assets would, in our opinion, permit the extension of 
banking into communities where such facilities are now lacking, and 
would tend at once to afford a convenient medium of exchange, to 
extend credit where it can not now be readily obtained, and, by compe- 
tition among the banks and the increased opportunities for making 
loans, reduce the rate of interest in a degree which would be obvious 
and advantageous to the community. Such an extension of the means 
of credit is within the legitimate province of banking, and can not be 
considered as involving undue inflation, when the banks are held to 
the maintenance of the parity of their notes with the metallic standard, 
any more than issues of promissory notes and checks can be considered 
dangerous or subjected to any other legal regulation than the require- 
ment of payment in the standard at maturity. 

THE NECESSITY OP CAUTION IN MAKING CHANGES. 

While the principles thus set forth are the fundamental principles 
which should govern the issue of currency, your committee hare been 
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conscioas of the fact that the United States have been long accnstomed 
to a different system of carrency and that radical and rapid changes 
might induce anxiety and disturbance. We have therefore prooeedcid 
with an abundant measure of conservatism in proposing to apply these 
principles of currency to existing conditions in the United Stat^. We 
have provided in the bill herewith reported a system which departs 
only by degrees from the existing system and which at nearly every step 
leaves the field open for the competitive trial of the new system along 
with the old. Such a trial, it is reasonable te believe, would result in 
adherence to that which proves safest and most advantageous to the 
community. Wide discretion is given to the Comptroller of the Cur- 
rency and the Secretary of the Treasury to arrest any undue expansion 
of bank-note circulation, and to refuse to admit to the new system 
banks which do not prove their solvency and conservatism. The new 
system, moreover, is to be substituted only over a series of years for the 
old, and if at any step the substitution appears to involve danger, either 
to the national credit or to safe rules of banking, it will be in the power 
of Congress to arrest the change before it has attained a dangerous 
momentum. Your committee, reenforced by the study of the banking 
history of all nations, so firmly believe that the new system will vindi- 
cate its soundness and benefits to the country that they have so adjusted 
the provisions of the proposed bill that the relations of the new to the 
old during the transition period will be essentially a question of the sur- 
vival of the fittest. 

A LOAN BY THE BANES TO THE GOVERNMENT, 

Taking up the details of the first portion of the bill, dealing with the 
existing legal-tender notes of the Government, your committee have 
endeavored to adopt a system which would be subject to none of the 
criticism mad^ against the issue of interest-bearing bonds or the taxa- 
tion of the people for the payment of this demand debt. While the 
arguments are strong for the adoption of one of these methods of pay- 
ing back to the creditors of the United States the money thus borrowed 
for the preservation of the Union, the system adopted is such as to con- 
tinue to the Government all the benefits of the loan without any of the 
disadvantages of its character as a demand obligation. The pro})osed 
bill places upon the banks the burden of carrying and sustaining this 
debt. The form of the proposition submitted by your committee makes 
that portion of the demand debt which is not now covered by gold in 
the Treasury a loan by the banks to the Government, This loan is 
made without interest and without any compensation to the banks 
except what is afforded them by the power to issue a banking currency 
which is granted in other sections of the bill. There is no profit or 
return to the banks in thus carrying the nation's debt, and they are 
required by the bill to assume this obligation as compensation for the 
franchise and privileges granted them as national banking corpora- 
tions. This policy is not without precedent in that of European gov- 
ernments, but the privileges granted by those governments are 
enormously greater, because they are granted to a single bank having 
a monopoly of all the note issues of the country. The Bank of France, 
for instance, makes to the Government a loan without interest, which 
has just been increased to 180,000,000 francs, or about $35,000,000; but 
this loan is substantially offset by the deposits of the treasury with the 
bank, which amounted on January 7, 1898, to 212,268,560 francs, or 
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32,000,000 francs in excess of the entire sum advanced to the Govern- 
ment. The Government of Austria- Hungary has an advance from the 
Anstro-Hungarian Bank amounting to about 75,000,000 florins, or 
$30,000,000, but this is in process of annual reduction by the amount 
of the profits of the bank charged as a Government tax, but actually 
employed for the reduction of the loan. These are illustrations of 
several similar cases, but they serve to show that no country imposes 
so heavy a burden upon its banks as this bill provides, unless under 
the pressure of dire necessity, as in the cases of the Governments of 
Spain, Portugal, ^nd Italy. 

This heavy burden assumed by the banks must be given its due weight 
in measuring any additional privileges which are given them by this 
bill. The banks are required to redeem this debt of the Government 
now assumed by them, upon precisely the same terms as the redemption 
of their own notes while they are conducting a solvent banking business. 
It is only when, by the refusal to pay such notes, they become insolvent 
that the Government recognizes again its demand debt and assumes it 
for the complete protection of the holder of the note and for the benefit 
of the creditors of the bank by leaving the remaining assets unimpaired 
for the settlement of their just claims. The form of note thus assumed 
by the bank with the final redemption guaranteed by the Government 
combines the strongest of all resources for its ultimate payment. Cur- 
rent opinion sometimes runs into error regarding the whole wealth and 
resources of the nation as an adequate basis forpaper currency. The 
difficulty with the present redemption system is that this great wealth 
and these great resources are available only through the power of tax- 
ation. The conduct of a proper banking business and the issue of cir- 
culating notes, redeemable in coin on demand, requires a mass of assets 
which can be quickly converted into cash without loss. This security the 
Government note lacks and the bank note possesses. The note which 
it is proposed to issue under this bill in lieu of the Government notes 
is called the national reseri^e note — a designation which may be taken 
to imply at once that it has behind it not only the banking resources 
of the issuing bank, but the reserve strength of the National Govern- 
ment, and also that it is peculiarly available for money reserves of all 
kinds. It is, moreover, a legal-tender note whose parity with gold is 
assured so long as the banks maintain the parity of their own notes 
and for whose parity the Government also is responsible, if it is con- 
ceivable that the Government should maintain specie payments while 
the banks were unable to do so. 

AN ADEQUATE SUPPLY OF LEGAL-TENDER MONEY. 

The country is thus provided with an ample legal-tender currency, con- 
sisting of all the notes substituted for the present legal-tender notes, and 
of all the gold and silver coin in circulation, to the maintenance of whose 
parity the faith of the Government is sacredly pledged. This mass of legal- 
tender money, according to the computations of the Treasury for Marc£ 1, 
1898, consisted of $705,494,037 in gold coin, $458,100,347 in standard sil- 
ver dollars, $346,681,016 in United States notes, and $104,669,280 in 
Treasury notes issued under the act of July 14, 1890. This entire amount 
of legal-tender money, exceeding $1,600,000,000, will not be replaced by 
money which is not legal tender under the bill reported by your com- 
mittee except by the amount of legal-tender notes redeemed in gold now 
held in the Treasury. This amount can not exceed in any case about 
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$150,000,000 and would still leave other legal-tender money in eirenla- 
tion in the country to the amoant of a billion and a half of dollars. 
Your committee believe that a very large proportion of the existing 
amoant of legal-tender notes of both classes, amounting in the aggre- 
gate to about (450,000,000, will be absorbed by the banks as reserve 
notes. The inducement to the banks to employ them for this purpose 
is the power to issue currency upon their general banking assets, which 
is set forth farther on. 

There are several possible results which may follow the authority 
given the banks to assume the Government debt and issue reserve 
notes. It is conceivable and probable that a large proportion of the 
present legal-tender notes will be converted into reserve notes, and will 
eease absolutely to be redeemable at the Treasury except in the occa- 
sional cases of the failure or liquidation of the bank through which 
th^ are issued. If, however, only a small portion of the legal-tender 
notes are thus absorbed, the fact that they are canceled when redeemed 
in gold by the Treasury will give them a value which will at once 
remove all question of their prompt redemption and will give them 
substantially the character of gold certificates. The fact that a note is 
to be canceled on redemption and not reissued will tend very greatly 
to prevent its presentation for redemption. This is illustrated by the 
recent history of the Treasury gold certificates, whose issue was sus- 
pended when the Government gold reserve fell below $100,000,000 in 

1893, and has never been resumed. Some of these certificates were 
received as the equivalent of gold, in payment for the bond issues of 

1894, 1895, and 1896, but from July 31, 1896, to March 17, 1898, the 
whole amount presented for redemption was only $2,851,260 out of a 
total of $39,293,479 outstanding on the earlier date. The United States 
notes presented within the same period for redemption, according to the 
daily statements of the Treasury, amounted to $71,518,332 out of a total 
of $237,410,538 outstanding on the earlier elate. 

Even if it should happen that all the outstanding notes not exchanged 
for reserve notes should be rapidly presented for redemption, their pay- 
ment in gold would soon terminate the obligation of the Government 
upon such notes, because they would be canceled and -not reissued. If 
the entire gold reserve, which stood on March 17, 1898, at $170,432,007, 
should be thus paid out in the redemption of notes, that amount of 
notes would be permanently canceled, and the amount of legal-tender 
notes of both classes^United States notes and Treasury notes — ^remain- 
ing anywhere in existence would be reduced to about $280,000,000. 
The national banks held on December 15, 1897, the date of the latest 
available report, $172,596,020 in legal-tender notes or certificates of 
deposit covering the deposit ot such notes with the Treasury. These 
notes are held to a large extent as necessary reserves, and if their 
amount is deducted from the notes left outstanding the whole remaining 
amount of notes would be reduced to the moderate sum of $108,000,000. 
It is probable that a considerable portion of these have either been 
destroyed or would be so carefiiUy hoarded that they would not for 
many years reach the Treasury either for redemption or for transforma- 
tion into reserve notes. In any conceivable situation the burden of 
demand liabilities outstanding against the Treasury would be so reduced 
that its present burden would be greatly diminished, and the ordinary 
gold receipts for customs and through the surrender of assay office 
checks for currency would supply an ample gold fund for all possible 
demands. 
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THE BANKS COMPELLED TO PROVIDE GOLD. 

The purpose and eflfect of the proposed bill is to throw upon the 
national banks the entire burden of finding gold for the notes of the 
country. There is no doubt of their ability to do this if it is required 
by law. 

The system proposed by your committee provides an easy and ade- 
quate method of obtaining gold for export from the banks without 
exposing the country or the D^nited States Treasury to the alarm and 
convulsions which have attended gold exports during the last live 
years. The banks are required by the bill to maintain the 5 per cent 
current redemption fund in gold. Eedemption agencies are authorized 
to be established at the various subtreasuries, and such an agency 
would undoubtedly be established by the Secretary of the Treasury at 
New York. The actual process of obtaining gold for export would be 
that any strong bank patronized by exporters would turn over the gold 
from its own vaults or from its reserves in the New York Clearing 
House. It is impossible to evade this obligation. In case of an effort 
to evade it, the process would be that a bank would deliver its own 
notes to a depositor making a draft upon his account. He would be 
under no obligation to accept them, but if he did accept them could at 
once present them for redemption in lawful money. The bank, still 
wishing to evade the payment of gold, might then tender him reserve 
notes issued either by itself or by other banks. But these reserve notes 
would be redeemable out of the gold redemption fund maintained by 
the banks, and it would only require their presentation at the sub- 
treasury to secure their redemption from this fund. The banks 
whose reserve notes were thus presented would then be called upon 
by the Comptroller to make good the deficiency in their coin in the 
redemption fund and the burden of obtaining the gold would fall 
directly upon them. This being the case, it would be immaterial to 
* the people of the United States whether one bank by paying its own 
notes or reserve notes shifted the burden of maintaining the redemp- 
tion fund upon another bank. The banks in any case would bear 
the whole burden and would be compelled to so adjust their loans 
as to secure favorable exchanges, prevent the undue export of gold, 
and maintain the credit of the business community and of the Govern- 
ment. 

NO CONTRACTION OF THE CURRENCY. 

While your committee have thus greatly lightened the burden of the 
Treasury under any conceivable conditions, they have not provided for 
any contraction of the existing circulation. The gold now kept in the 
gold reserve of the Treasury might be paid out in the redemption and 
cancellation of legal-tender notes, but this operation would simply sub- 
stitute gold for paper in the circulation and would not in any degree 
diminish the legal-tender money in the hands of the people. A legal- 
tender note, under the bill proposed by your committee, might cease to 
be a menace to the Treasury either by exchange for gold and final 
cancellation, by the assumption of its current redemption by the banks, 
or by the enhanced value which it would obtain from the fact that the 
quantity was diminished; but the legal-tender currency in the hands of 
the people would not be reduced by either of these operations. Your 
committee believe that the system of dealing with the Government 
notes which they propose removes every possible objection which has 

B & 5 
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heretofore been made to relieving the Treasury of their redemption, 
except such objections as may be based upon the desire that the Govern- 
ment shall issue an unlimited volume of forced legal-tender paper 
which is not redeemable in coin or capable of being maintained at any 
fixed value. 

The plan proposed regarding the extension of existing credit facili- 
ties we believe is equally free from intelligent objection. The permis- 
sive feature in regard to the legal-tender notes, which leaves it optional 
with their holders to turn them into gold or reserve notes or to continue 
to hold them is carried out in regard to the proposed bank-note cur- 
rency. The existing national banking system is taken as it is, and any 
bank so desiring may continue to issue circulation exactly as it has 
issued circulation heretofore. After a period of five years it is pro- 
posed to relieve national banks from the requirement of keeping bonds 
in the custody of the United States Treasurer as the basis of circula- 
tion. There is no requirement that the bank shall sell or dispose of the 
bonds, and, in fact, the majority of banks would probably continue to 
hold them as a part of their general assets. There is no ground for 
fear that this moderate permissive policy would cause any sensible 
depreciation of bonds, cause any loss by such depreciation to the banks, 
or throw any excessive quantity of bonds upon the market. 

THE NEW PLAN FOB BANK-NOTE ISSUES. 

Some of the theoretical arguments in favor of a currency based upon 
commercial assets, flexibly adjusted to the demands of business, have 
already been set forth. The present national bank note system, under 
which the notes are secured by a deposit of interest-bearing bonds 
with the United States Treasurer, does not afford this responsiveness 
to the demands of business. On the contrary, under the high pre- 
miums which now have to be paid for the bonds, the remarkable phe- 
nomenon is presented that as interest rates rise in the money market, 
indicating the scarcity of the circulating medium, it becomes less profit- 
able to issue national-bank circulation and more profitable to loan capital 
directly without putting it into the form of circulating notes. In this 
respect, as in respect to the accumulation of money in the Treasury in 
times of prosperity and large revenues, our present currency system 
works in the wrong direction — fettering trade when it most needs free- 
dom and flooding the circulation with redundant paper when the mar- 
kets are most sluggish. 

For this reason we believe that the currency should be based ux>on 
the commercial assets of the banks, and that there should be no specific 
pledged security except a safety fund of such amount as, from the 
experience of our own and other countries, would protect the note 
holder against any possible loss. Your committee, however, mindful 
of the unfamiliarity of this proposition in the United States within the 
last thirty years, propose that no bank shall issue circulating notes 
which does not have on deposit as many bonds as are now required by 
law. It is proposed, however, to permit additional issues of notes equal 
to the amount of United States legal-tender notes which the banks are 
willing to assume as reserve notes. They then have the privilege of 
expanding their circulation, increasing their loans, and facilitating 
credit in just the degree in which they are willing to protect the Treas- 
ury by assuming its current gold liabilities. A bank with a capital 
of $100,000 is required to deposit bonds with the United States Treas- 
urer, as under existing law, to the amount of $25,000 at par, and may 
obtain circulation for an equal amount. It may then deposit United 
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States notes and receive in exchange reserve notes for the amount 
deposited, and may receive in addition notes based upon its general 
assets. If the bank avails itself of the privilege thus accorded, it would 
deposit $35,000 in United States notes, receiving therefor $35,000 in 
reserve notes, and in addition $35,000 in untaxed notes based upon its 
general assets. The reserve notes would constitute a current liability, 
but not an ultimate liability in case of failure or liquidation. The 
notes for which the bank would be ultimately liable would be the 
$25,000 based upon United States bonds and the $35,000 based upon 
its commercial assets. This would make a total of $60,000 in notes 
for which the bank would be directly liable. Against this amount it 
would hold bonds of a par value of $25,000 and a market value, if they 
were 4 per cent bonds due in 1907, at 114, of $28,500. 

Provision is also made that a bank may issue additional notes, with 
the approval of the Comptroller of the Currency, subject to a tax of 2 
per cent, if the whole currency-note circulation exceeds 60 per cent of 
the capital, and is less than 80 per cent, and may issue additional notes 
subject to a tax of 6 per cent when the currency-note circulation 
exceeds 80 per cent. The national-currency notes can not in any case 
exceed 100 per cent of the paid-up capital of the bank. The purpose 
of this x)rovision is to afford a margin for issues in times of emergency, 
when currency is hoarded and the demand for it is unnaturally increased. 
There would be no danger of the abuse of this privilege, because it is 
left under the control of the Comptroller of the Currency, and he would 
look with peculiar suspicion upon applications for excessive issues of 
currency under normal conditions. 

The security against the excess of note issues above the value of the 
bonds would be the general assets of the bank, and the note holder is 
given a first lien upon all the assets of the bank. There can be no 
question of the perfect sufficiency of such security. If there were 
no other security whatever, the losses to note holders would be but a 
fii^action of 1 per cent in many years. Secretary Gage, in his annual 
report for the fiscal year 1897, stated, upon statistics prepared by 
the Comptroller, that of 330 national banks placed in the hands of 
receivers during the existence of the national banking system for 36 
years, there were only 18 whose assets would have failed to fully 
cover their circulating notes under the system which he proposed of 
issuing 25 per cent of the capital in currency based upon commercial 
assets. This proposition would remain substantially true under the 
system proposed by your committee if the banks took out 60 per cent 
of their capital in currency notes, and the deficiency would be only 
slightly increased if they took out all the notes which it is possible for 
them to issue under the bill reported. If there were no security what- 
ever except the assets of the banks, with the liability of their holders 
for the amount of their shares, the losses to note holders would be so 
small that they would hardly reach an appreciable per cent of the 
incomeof the humblest citizen, and would count for nothing against the 
safety afforded by a bank-note currency in maintaining the metallic 
standard, or against the advantages to the country in the extension of 
credit in communities where it is now obtainable only at extravagant 
rates of interest. 

THE BANK-NOTE GUARANTY FUND. 

But your committee do not propose to permit even the possibility of 
a trifling loss to fall upon any holder of a note issued by a national bank 
of the United States. They propose a tax upon the banks for the crea- 
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tion of a safety fiind out of which may be paid the notes of any bank 
which fails with assets insufficient to pay its note holders in full. They 
propose, moreover, that in the case of any bank failure there shall be 
no delay in the redemption of the notes, but that they shall be paid from 
the general i'und created by taxation upon the banks, and that these pay- 
ments shall be afterwards reimbursed to the fund when the assets are 
collected and settled. This bank-note guaranty fund is to consist at the 
outset of 5 per cent of the whole circulation for which the banks are 
ultimately liable. No guarantee fund of this kind will be required against 
the reserve notes. Provision must be made for their current redemption 
by payment by the banks to the bank-note redemption fund. But this 
is distinct from the guaranty fund,aud the United States are the ultimate 
debtor for the reserve notes, and they do not fall as a burden upon the 
guaranty fund. The experience of all banking history demonstrates 
that this guaranty fund will be many times more than adequate for the 
redemption of the notes of failed banks. It can not be considered an 
excessive burden upon the banks, for it withdraws from them the use 
of only a portion of the currency which they are permitted to loan to 
the community upon commercial paper, in addition to the loan of such 
portions of their capital and deposits as are not invested in the required 
legal reserves. 

It is proposed that if this 5 per cent guaranty fund becomes reduced 
or impaired by the redemption of notes of failed banks in advance of re- 
imbursement from the assets the banks may be called upon to make good 
the fund. The fact that this liability is unlimited in some of the bills 
introduced into Congress has suggested the fear that strong banks may 
hesitate to enter the system for fear that they would be called upon to 
make large contributions for the redemption of the notes of weak banks. 
We do not believe that this fear is well founded. The very fact that it 
is not, and that a tax of 1 per cent a year would many times cover the 
possible losses upon such a currency, justify the fixing of such a limit. 
We have, therefore, provided that the liability of any national bank to 
the guaranty fiind to make up losses caused by the redemption of the 
notes of failed banks shall never exceed 1 per cent annually upon its 
whole circulation. If it is conceivable that the demands of a given year 
should slightly exceed 1 per cent, it is not within the range of prob- 
ability that they would equal that amount for a series of years, so that 
the impairment of the fund in a trifling degree for a single year would 
be made up in the following year or years. A liability of 1 per cent 
upon the circulation of a national bank is only the amount of the pres- 
ent tax upon circulation, so that we propose no added burden in any 
€ase, and the small burden proposed becomes contingent and improb- 
able instead of fixed and certain. If the present tax of 1 per cent were 
to continue to be collected upon circulation and the bank-note circula- 
tion increased, as we believe it will within a very short period of years, 
to $300,000,000, the annual collections would be $3,000,000, and this 
would cover many times not only the losses in cases where failed banks 
had not sufficient assets to pay their notes, but would many times cover 
the entire amount of notes of failed banks, even where the assets were 
more than sufficient. The United States Treasury collected, from 1864 
to the close of the fiscal year 1897, $81,411,384 in taxes on circulation; 
from 1864 to the close of the fiscal year 1883, $60,940,067 in taxes on 
deposits; and from 1864 to the close of the fiscal year 1883, $7,855,887 in 
taxes on capital, making a total of $150,207,339 for a period of thirty- 
four years, or an average of about $4,400,000 per year. Your com- 
mittee propose to lighten these taxes and to impose no contingent 
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liability which can equal the amonnt thus collected. The system, 
therefore, imposes no risk and no added burdens upon strong banks, 
and imposes no danger of loss to the holder of the notes of any bank. 

ASSET BANKING IN THE LIGHT OF EXPERIENCE. 

The system of issuing notes upon the commercial assets of a bank is 
the successful system of nearly every country of the world. There is 
a limit upon the circulation of the Bank of France, the Imperial Bank 
of Germany, the Austro-Hungarian Bank, and several other of the 
great national banks of Europe, but that portion of their circulation 
which is not covered by the coin reserve is permitted to be covered in 
a large degree by commercial assets and is not required to consist of 
government securities. A better illustration of the safety of note 
issues upon business assets is afforded by the history of Scotland 
and Canada, where competing banks issue their notes upon limited 
amounts of capital. The Scotch banks are not required to keep any 
guaranty fund and do not submit to any official inspection, but their 
notes circulate at par throughout the country and their quality is main- 
tained by constant redemption. The Canadian banking system is of a 
similar character, but the 38 chartered banks are required to contribute 
toward a bank-note guaranty fund of substantially similar character 
to that proposed in the bill reported by your committee. The Canadian 
banks are not subject to Government inspection, but each bank employs 
its own inspector to supervise the accounts of the branches. The 
exhaustion of the guaranty fund has never occurred in Canada, and it 
is not likely to occur. The notes are a first lien upon the assets, and 
the stockholders are subject to a duplicate liability, as in the system 
proposed by your committee. Any bank in the Canadian Dominion 
promptly accepts the note of a failed bank at par, because it is known 
that the note will be promptly redeemed in full from the bank-note 
guaranty fund. 

Beliance is sometimes placed by the critics of commercial banking 
upon the banking experience of the United States prior to 1861. Your 
committee do not believe that the conditions then existing apply to the 
situation of to-day. Bad banking is almost unavoidable in a new and 
undeveloped country, and the note issues usually play but a minor 
part in the abuse of credit. Banking experience has made great strides 
since 1861, and the charters of the great European banks have been 
materially modified within that period to conform to modern conditions 
and enlightened banking experience. Careful examination of the his- 
tory of banking in the United States prior to 1861, moreover, discloses 
a situation which need not be feared by the advocate of note issues 
upon commercial assets. The systems which achieved the greatest 
success, whose notes passed at par throughout the Union or at a dis- 
count representing only the cost of exchange at that time, were those 
which issued notes upon commercial assets without pledged securities 
and which guaranteed the solidity of their issues by prompt redemp- 
tion in coin on demand. This was the history of the Suffolk system, so 
successful in New England, and was the history of the State Bank 
of Indiana, in which one of the ablest of American financiers, Hugh 
McCuUoch, completed his education. The State Bank of Indiana 
passed through the crisis of 1857 without suspending specie payments, 
and succeeded in retiring its circulation and liquidating its debts with- 
out loss to its creditors when the Government forced the suspension of 
specie payments by the issue of the demand notes in 1862. 
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SOLIDITY OF NOTE ISSUES UPON OOjVniERClAL ASSETS. 

With sufficient protection afforded by the bank-note gfuaranty fund 
against the occasional faihii e of a badly mana<^ecl bank, the essential so- 
lidity of note issues upon commercial assets is bound up with the solidity 
of the business of the country. The advantage of having the whole 
commercial assets of the banks of the country pledged for the redemp- 
tion of their notes lies in the fact that nearly the whole negotiable wealth 
of the country passes through their hands. The aggregate capital, sur- 
plus, undivided profits and individual deposits of national, State, and 
private banks, loan and trust companies and savings banks, as 
reported by the Comptroller of the Currency at the date of June 30, 
1897, or about that date, was $6,822,320,870. It is fair to assume that 
many of these banks which are not national banks would enter the 
system under the benefits afforded by the bill reported by your com- 
mittee. These same items for the national banks alone on December 
15, 1897, were $2,887,000,000, and their loans were $2,082,008,324. 
Since these loans are all payable within ninety days, with a circulation 
of $300,000,000 issued by the existing national banks alone, the entire 
amount necessary to redeem this circulation in full would pass through 
the national banks within a period of about fifteen days. This control 
over quick assets, afibrded by maturing commercial paper as well as 
by accumulated cash reserves, explains the secret of the greater ability 
of the banks to maintain the current redemption of circulating notes 
than of the Treasury, with its comparatively small resources. The 
general security of banking upon commercial assets and the fact that 
the system could not break down, except under an avalanche of calam- 
ity which would carry national. State, municipal, and private credit 
down also, is strikingly set forth in the report of the monetary conimis- 
sion appointed by the business men of the country for the framing of 
a currency bill, from which your committee has embodied several sec- 
tions in the bill herewith reported. They say in their report: 

The objection that is sometimes made that the larger banks in the fi^reat cities 
would not issue notes because of an apprehended liability for other banks is shown 
by statistics to be groundless. 1893 was the year of largest bank failures; but had 
all the banks of the country then issued notes up to 80 per cent of their capital, 
the amount of their assessment to make good the ascertained deficiencies of that 
year up to the time of the Comptroller's report of 1896 would have been only a frac- 
tion of 1 per cent. Had 80 per cent of the capital of aU national banks been issued 
in notes upon the proposed plan since the beginning of the national banking system 
in 1863, the assessment upon the banks annually would have been an amount so 
insignificant that it need not be taken into account. Taking the country banks as 
a whole, it is found that on October 5 last they had $401,000,000 of the $631,000,000 
of national-bank capital. Should they issue notes up to 80 per cent of that capital, 
they would have $321,000,000 of notes, and there would be $1,956,000,000 of resources 
against these notes, not counting stockholders' liability. 

If these resources of the country banks are insufficient security for this amount of 
notes, they will be insufficient only because there would then be such a condition of 
business paralysis that Government, municipal, and railway bonds would be value- 
less, and also few, if any, banks in the reserve cities would remain solvent. The 
occurrence of this disaster is so improbable that its consideration may be dismissed. 

THE PROTECTION OF DEPOSITORS AND OTHER CREDITORS. 

Some figures prepared in the office of the Comptroller at the request 
of your committee indicate the adequacy of the assets of failed banks 
not only to fully protect their note holders, but to afford a large divi- 
dend to depositors and, other creditors. Tlie claims proved in the case 
of 18J failed banks, with a capital of $28,605,800, whose accounts have 
been closed from 1865 to 1897, were $48,608,635. The collections from 
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assets were $40,680,908 and from assessments upon the shareholders 
$6,369,033, making total collections of $47,049,941 . The dividends paid 
were $35,165,660, and the cash returned to shareholders or in the hands 
of the Comptroller, in cases where the assets proved suflBcient without 
the assessment upon shareholders to pay dividends in full, was $1,013,- 
741. The assets thus reported were absolutely exclusive of the amount 
required for the redemption of outstanding notes, since these were 
redeemed out of the proceeds of the bonds in the Treasury. The circu- 
lation thus redeemed was $14,262,558. The two items of dividends 
paid and cash returned to shareholders make a total of $3t>,179,401, or 
nearly 75 per cent of the claims proved. It is reasonable to assume 
that if the capital invested in bonds to secure circulation had been a 
part of the general assets it would have afforded also dividends of 75 
per cent. The total sums available in that case would have been such 
that a dividend of 75 per cent could have been declared upon the cir- 
culation if it had not constituted a first lien upon the other assets. The 
two safety funds — the current redemption fund and the bank-note guar- 
anty fund — would have afforded an additional asset of 10 per cent of 
the whole volume of circulation, and might have raised the dividend 
upon circulation to 85 per cent, without any draft upon the assets held 
for the security of other creditors. 

The situation would not have been materially different if the 60 per 
cent of the capital, representing the untaxed note circulation proposed 
by your committee, had been outstanding. The circulation in that case 
would have been $17,163,480. The assets available for dividends to 
note holders and general creditors and for return to shareholders 
would then have been increased by the sum of $12,872,610, represent- 
ing 75 per cent of the circulation, and by the value of the two safety 
funds, amounting to $1,716,348. The entire assets thus available for , 
disbursements in dividends would have been $50,768,359, against claims 
proved amounting to $65,772,115. If the circulation was provided for 
in full out of these assets, the remaining assets would be $33,604,879, 
or only $2,574,522 less than they were under existing law. The per- 
centage of dividends paid would have been more than 69 per cent. 
This diff'erence between 75 and 69 per cent measures, therefore, the pos- 
sible loss to depositors and other creditors by the change from a cur- 
rency based upon bonds to one based purely upon commercial assets. 
It is not unreasonable to believe that the double examinations and 
other safeguards provided by the proposed bill, and the precautions 
which will undoubtedly be taken by the Comptroller of the Currency, 
would wipe out this trifling difference and make the new system exactly 
as secure to general creditors as the existing system. 

THE LOCALIZATION OF CREDIT. 

One of the essential advantages of abolishing national bonds as a 
security for circulation and substituting a currency based upon com- 
mercial assets is the localization of the currency. This is brought about 
in several ways. The requirement that a part of the capital shall be 
invested in bonds in itself takes that capital out of the community and 
transfers it to the keeping of the seller of the bonds. The bonds were 
sold originally for the purpose of transferring capital from the control 
of the purchasers to the control of the Government of the United States 
for purposes of war. When sold and paid for in the proceeds of local 
Industry, they transfer the control of capital from the purchaser to the 
man from whom he purchases. A bank in a community of small means 



72 



STRENGTHENING THE PUBLIC CREDIT, ETC. 



is thus deprived at the outset of a part of tlie funds which it oaght to 
have for loans in the commanity. The extent of this loss is indicated 
by the consideration that with $100,000 of capital (upon the basis of 
the 4 per cent bonds of 1907 at 114) only $78,947 in circulating notes 
can be obtained under existing law, while under the plan proposed by 
your committee it is possible to issue $60,000 in currency notes, $35,000 
in reserve notes, and to loan in addition $28,000 of the unexpended 
capital, while $40,000 additional may be issued in emergencies, subject 
to a tax. 

The community is the gainer in the extension of credit and the pro- 
motion of its local industries by the difference between $78,947 and a 
usual sum of $123,000 and a possible $163,000 under the proposed plan. 
More than this, a currency based upon commercial assets and not 
rendered rigid in volume by the deposit of special security comes back 
promptly to the issuing banks for redemption. The tendency of recent 
years for currency to drift to New York, where it is loaned at low rates 
of interest, would be largely arrested by the necessity of promptly 
sending notes back for redemption, and by the retirement of notes 
which were not needed in the commercial centers. Notes thus received 
back could be reissued and would, at the worst, be in the hands of the 
community for at least a time before they again took their tlight toward 
the money centers. i 

The capacity to make larger loans means the capacity of the banks 
to reduce interest rates without loss of profits. It means that if any 
bank undertakes to resist the natural law of decreasing interest under 
increased facilities, new banks may be formed without sinking their 
capital in bonds purchased at a premium, and may compete for the 
legitimate profits afforded by reasonable interest rates. The fact that 
such conditions make a radical difference in the banking power and 
prosperity of a community is illustrated by some figures taken from 
official reports regarding the condition of the Southern States in 1860. 
These figures are as follows: 



state. 



Maryland 

Virginia 

North Carolina 
South Carolina 

Georgia 

Alabama 



Banking cap- 
ital. 



$12, 568. 962 
16, 005, 156 

6,626,478 
14, 962, 062 
16, 689, 5(30 

4,901,000 



Loans and 
discoonts. 



$20,898,762 
24,976,792 
12, 213, 372 
27, 801, 912 
16, 776, 282 
13, 570, 027 



Clrcolatlon. 



$4,106,809 
9,812,197 
5,594,057 

11, 475, 634 
8, 798, 100 
7,477,976 



Deposits. 



)8, 874, IgO 
7, 729, 662 
1,487,273 
4, 165, 615 
4, 738. 289 
4,851,153 



These figures are thus commented upon and compared with existing 
conditions in a recent paper by Mr. Charles A. Conant, of Boston : 

A glance at the column of deposits and then at that of loans shows how impossible 
it would have been for these banks to grant the accommodation they were able to 
grant without the power of note issue. That power was taken away by the levy of 
the 10 per cent tax on State bank notes, and the national banks of Virginia now 
have discounts of $15,268,383, with $15,347,290 of deposits and only $1,993,442 in 
note issues. Alabama, in place of her $13,500,000 of loans, has only $6,570,755 and 
a note circulation of $i,('53,170, while South Carolina has seen her bank loans shrink 
from $27,800,000 to $5,943,367, with the shrinkage of the circulation of her banks from 
$11,500,000 to the beggarly pittance of $451,023. 

THE BENEFITS OF BRANCH BANKINa. 



The bill reported embodies a recommendation that national banks be 
permitted to establish branches. Branch banking has not been famil- 
iar in this country since the liquidation of the successful State banks 
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of Ohio and Indiana at the beginning of the civil war. It is a system 
in almost universal use in other civilized countries where the methods 
of modern finance are well developed, and is almost essential to the 
economical use of capital and the distribution of credit. One of the 
most striking benefits of branch banking is that a branch may be cre- 
ated and maintained at a profit in a community without suflBcient 
business for an independent bank. This would j)ermit the extension 
of credit into many localities in the thinly settled portions of the country, 
where it is now impossible. Branch banking, moreover, permits the 
more ready flow of capital from communities where it is not needed to 
those where it is needed than does the operation of independent banks. 
It does not drain of money a community where money is needed, as 
would be the case with banks required to invest their deposits in 
securities, but carries into every community where the interest rate is 
high enough to attract money the amount which is there demanded 
and which is in less deniand at other points. It often happens that 
one community may be saving largely, without expending in manufac- 
tures or other productive works, while another community may need 
the money thus saved for such works. Branch banking may be com- 
pared, in the fluidity which it gives to capital, to a connected series 
of tanks with open pipes between, while the possible borrowings of 
independent banks are more like a series of tanks whose pipes require 
to be opened when any change is sought in the level of the fluid. 

Branch banking in connection with reasonable freedom of note issues 
has produced such favorable conditions in Scotland and Canada that 
interest rates are almost uniform throughout those countries, even in 
the most remote sections, and disclose none of the striking differences 
disclosed in this country between rates in the money centers and in 
certain remote sections. The ten chartered banks of Scotland have 
more than 900 branches, and the 38 incorporated banks of Canada have 
nearly 500, in each case for a population which is less than a tithe that 
of the United States. There can be no question in the opinion of your 
committee that the combination of the power to establish branches 
with the power to issue a reasonable amount in notes upon commiercial 
assets would give a vigor to the credit system of this country which has 
been lacking under the present complicated and unscientific system of 
fixed Government issues, rigid Security for bank notes, and the prohi- 
bition upbn the power to establish branches. 

THE ULTIMATE OPERATION OF THE BILL. 

The bill reported by your committee looks ultimately to the elimina- 
tion of Government paper money from circulation. Whether the process 
will be slow or rapid may depend upon the disposition of the banks 
and the turn of financial events. The reserve notes for which the banks 
are liable will be gradually reduced when the Government assumes the 
liability for such notes issued by failed and liquidating banks. With 
the withdrawal of bonded security also, the ultimate currency of the 
country will consist of gold and silver coin of full legal-tender power, 
and of notes issued by the banks under the provisions of the proposed 
bill. The growth in the wealth of the country and in its ability to 
maintain the expense of a metallic currency and to retain at home a 
large portion of the great gold production of the United States will 
tend to swell the gold resources of the country until gold coin is likely 
to become a common factor in daily exchanges among the people. This 
condition of affairs will operate at once to simplify and strengthen the 
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currency system and to increase the security aflfbrded by the proposed 
law to the holders of bank notes. The banks will be required, when 
reserve notes and legal tender notes have alike disappeared, to fulfill 
all requirements of law calling for lawful money by keeping gold and 
silver coin, and the present quantity of silver is likely to be so com- 
pletely absorbed for retail exchanges that the bank reserves will consist 
almost entirely of gold. This being the case, it is obvious that the issue 
of a banking currency based purely upon assets, without either bonds 
or reserve notes, will involve no risk of undue inflation or of loss to the 
note holder. The bill reported by your committee projmses no change 
in existing laws regarding reserves against deposits. The cash reserves 
required in reserve cities at the date of the reports of the national banks 
to the Comptroller on December 15, 1897, were $251,176,860, and the cash 
reserves re.quired in country banks were $55,940,589, making a total of 
$307,117,449. The cash reserves held at the same date were $410,568,427. 
These amounts are now held largely in legal-tender notes, but tlie aboli- 
tion of such notes would leave a void which could be filled only by gold. 
If the circulation of the national banks therefore, without allowing for 
any growth in the meantime, should rise to the amount of their capital 
on December 15, 1897, which was $629,655,365, the reserves held against 
deposits, with the requirement of the two special funds for current 
redemption and for the guaranty of the ultimate redemption of the 
notes, amounting to 10 per cent of the circulation outstanding, would 
in themselves exceed $463,000,000 in gold, or nearly 75 per cent of the 
outstanding notes. It is upon the solid rock of metallic currency like 
this, with additional metallic currency in circulation among the people, 
that your committee propose to plant finally, by the gradual evolution 
of events, the monetary system of the United States. We believe that 
the arrangements proposed in the bill will accomplish this result gradu- 
ally enough to avoid any shock to any vested interest, to the banks, or 
to their patrons of any class, but that it will be accomplished so cer- 
tainly that the United States almost upon the enactment of a measure 
promising such results will find their credit greatly enhanced abroad 
and placed upon unassailable foundations at home. 

James T. McOleary, 
George W. Prince, 
John Murray Mitchell, 

Special Subcommittee. 



H. B. 10289, FIFTY-FIFTH CONGRESS, SECOND SESSION. 

IN THE HOUSE OF REPRESENTATIVES, 

May 11, 1898. — Mr. Walker^ of Ma'Ssachtcsetts {by instruction of the Com- 
mittee on Banking and Currency) introduced the following Mil; which 
was referred to the Committee on BanMng and Currency and ordered to 
he printed. 

A BILL To provide for strengtheuisg the public credit, for the relief 
of the .United. States Treasurj'', and for the amendment of the laws 
relating to national banking associations. 

Be it enacted hy the Senate and Rouse of Representatives 
of the United States of America in Congress a^semhled^ That J**^.® ^?f 
there is hereby created a division in the Treasury Depart- Jion MtabUshed.' 
ment to be known as the division of issue and redemp- 
tion. 

There is hereby created a board consisting of three Boardofoomp- 
members to be known as the comptrollers of the currency, cawency?^ *^* 
The said board shall have the management of the division 
of issue and redemption, and shall take the place of the 
Comptroller of the Currency, performing all his duties as 
now defined by statute, and such others as are prescribed 
by this act. The office of Comptroller of the Currency is 
hereby abolished. 

The members of said board shall be appointed by the 
President by and with the advice and consent of the 
Senate, and shall be removed only with the consent of the 
Senate for cause stated in writing. The term of office of 
said Comptrollers shall be twelve years: Provided^ how- 
ever y That the terms of the members of the board first 
appointed shall be four years, eight years, and twelve 
years, respectively. The member appointed for four years 
shall be known as First Comptroller and the other members 
as associate comptrollers. Thereafter the associate comp- 
troller who shall have only four years to serve shall by 
succession become First Comptroller. 

The First Comptroller shall be chairman of tbe board 
and shall have the custody of all the bullion, moneys, and 
securities held in the division of issue and redemption. He 
shall give to the United States a bond in the sum of two 
hundred and fifty thousand dollars, with not less than two 
responsible sureties, to be approved by the Secretary of 
the Treasury, for the faithful discharge of the duties of his 
office. 

The salary of the First Comptroller shall be at the rate 
of eight thousand dollars per annum, and that of each 
Associate Comptroller shall be at the rate of seven thou- 
sand five hundred per annum. 

75 
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■F^dfl^in divi^ Sec. 2. That to the division of issue and redemption shall 
redemption^ *° be Committed all functions of the Treasury Department 
pertaining to the issue and redemption of notes and certifi- 
cates, and to the exchange of coins ; and in the said division 
of issue and redemption shall be held the guaranty fund 
and the redemption fund of the national banking associa- 
tions, and through it shall be conducted the operations of 
redeeming the circulating notes of national banking asso- 
ciations, as prescribed by law; and to this division shall be 
transferred all gold coin held against outstanding gold 
certiiicates, all silver dollars held against outstanding sil- 
ver certificates, all United States notes held against out* 
standing currency certificates, and all. silver dollars and 
silver bullion held against outstanding Treasury notes 
issued under the act of July fourteenth, eighteen hundred 
and ninety, and such amount of subsidiary and minor coins 
as the Secretary of the Treasury shall consider necessary 
for the issue and exchange of such coins, and the funds 
deposited with the Treasurer for the redemption or retire- 
ment of the circulating notes of national banking associa- 
tions. All accounts relating to the business of this division 
shall be kept entirely apart and distinct from those of the 
other divisions of the Treasury Department; and the 
accounts relating to the national banking associations shall 
be kept separate and apart from all other accounts in said 
division of issue and redemption. 
EMerveagaiMt Seo. 3. That a rcscrvc shall be established in the divi- 
Biiver."*^^* *° sion of issuc and redemption aforesaid by the transfer to 

it by the Treasurer of the United States from the general 
funds of the Treasury of an amount in gold, in coin and 
bullion, equal to twenty-five per centum of the amount, both 
of United States notes and Treasury notes issued under 
the Act of July fourteenth, eighteen hundred and ninety, 
outstanding, and a further sum in gold equal to five per 
centum of the aggregate amount of the coinage of silver 
dollars. This reserve shall be held as a common fund, and 
used exclusively for the redemption of said notes and in 
exchange for said notes and for silver dollars and subsidi- 
ary and minor coins, as hereinafter provided. 

sJ?r?toy*'of \hl ^^^- ^' "^^^^ ^^ ^^^^ ^^ ^^^ ^^^y ^^ ^^^ Secretary of the 
Treasury to Treasury to maintain the gold reserve in the division of 
m^tain such jgg^^ g^jj^ redemption aforesaid at such sum as shall secure 

the certain and immediate redemption of all notes and 
exchange of all silver dollars presented, as hereinafter pro- 
vided fot; and for this purpose he may, Irom time to time, 
transfer to the division of issue and redemption any funds 
in the Treasury, not otherwise appropriated, in excess of an 
actual cash balance of fifty million dollars; and in addition 
thereto he is hereby authorized to issue and sell for gold, 
whenever it is in his judgment necessary to the ends afore- 
said, and for no other purpose, certificates of indebtedness 
of the United States bearing interest at a rate not exceed- 
ing three peir centum per annum, payable in gold coin at 
the end of five years, but redeemable in gold coin at the 
option of the United States after one year; and the pro- 
ceeds of all such sales shall be paid into the division of 
issue and redemption for the purpose aforesaid. 



STRENGTHENING THE PUBLIC CREDIT, ETC. 77 

Seo. 5. That the Secretary of the Treasury may, and he ^^'^^^ ^^5^^**^ 
is hereby authorized to, exchange gold coin held in the may tran*8fer 
general cash of the Treasury for United States notes or ^°^*' 
Treasury notes of eighteen hundred and ninety held in the 
division of issue and redemption; and he is hereby further 
authorized to exchange such notes of one denomination for 
a like amount in notes of another denomination, or notes 
of either kind for a like amount in notes of the other kind, 
and may replace notes worn or unfit for circulation by new 
notes of the same kind; but none of these exchanges shall 
at any time alter the amount of money to be held in the 
said division. 

Sec 6. That the division of issue and redemption shall, .Dntiesof dl▼^ 
at Washington and at such subtreasuries of the United JSiemption.**^ 
States as the Secretary of the Treasury may from time to 
time designate, on demand : 

First. Pay out gold coin for gold certificates; 

Second. iPay out United States notes for currency certifi- 
cates; 

Third. Pay out gold coin in redemption of United States 
notes and Treasury notes of eighteen hundred and ninety; 

Fourth. Pay out silver dollars for silver certificates of 
any denomination; 

Fifth. Issue silver certificates of denominations of one 
dollar, two dollars, and five dollars, in exchange for silver 
dollars and for silver certificates of denominations above 
five dollars; 

Sixth. Pay out gold coin in exchange for silver dollars; 

Seventh. Pay out silver dollars held in the division of 
issue and redemption aforesaid, and not covered by out- 
standing silver . certificates, in exchange for gold coin. 
United States notes, or Treasury notes; 

Eighth. Pay out United States notes or Treasury notes, 
not subject to immediate cancellation, in exchange for gold 
coin; 

Ninth. Pay out legal-tender money of the United States 
in exchange for subsidiary and minor coins presented in 
sums of twenty dollars or multiples thereof, and pay out 
subsidiary and minor coins in sums' of twenty dollars or 
multiples thereof, in exchange for any legal-tender naoney 
of the United States ; 

Tenth. Pay out in redemption of national-bank notes the 
moneys in the division available for that purpose. 

Sec. 7. That gold certificates and currency certificates ^^^^^^^•'^^^^ J- 
shall, whenever presented and paid or received in the Treas- rency certificates 
ury, be retired and canceled. All provisions of law author- ™ie"^ *°^ ^^' 
izing the issue or reissue of gold certificates or currency 
certificates are hereby repealed. 

Seo. 8. That when the division of issue and redemption Exchange of 
shall have paid out gold coin in exchange for United States frnfteS^^s'ta^tes 
notes and Treasury notes presented for payment, it shall notes and Treas- 
from time to time cancel such amounts of notes so paid as "^ °®*®** 
shall not exceed the amount of national reserve notes issued 
subsequent to the taking effect of this act. 

Sec. 9. That the Secretary of the Treasury may, in his j,^^g,f^^^ 
discretion, from any funds in the general Treasury not setSSmlfeW^ for 
apart under section four of this Act or otherwise appropri- oanceUation. 
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ated, transfer to the division of issue and redemption any 
United States notes or Treasury notes which, on such trans- 
fer, could then lawfully be canceled under the provisions 
of this Act if they had been redeemed on presentation ; 
and when so transferred the same shall be canceled. And 
the Secretary of the Treasury, whenever there may be 
United States notes or Treasury notes in the general 
Treasury which are not available as surplus revenue, and 
which upon transfer to the division of issue and redemp- 
tion could then lawfully be canceled under the provisions 
of this Act, may exchange such notes with the division of 
issue and redemption for gold coin, and such not^^s shall 
thereupon be canceled. 
notM^d^med ^^^* ^^' ^^^t United States notes or Treasury notes 
togoid^ot to be once redeemed shall not be paid out again except for gold 
?OTgoWorUidted ^^^ uulcss there shall be an accumulation of such notes in 
states bonds, the dlvisiou of issuc and redemption which can not then be 
canceled under the provisions of this act, in whidh case the 
Secretary of the Treasury shall have authority to invest 
the same, or any portion thereof, in interest-bearing obliga- 
tions of the United States for the benefit of the gold reserve 
in the division of issue and redemption, such obligations to 
be held in the aforesaid division, subject to sale at the dis- 
cretion of the Secretary of the Treasury for the benefit of 
the said reserve in the said division of issue and redemp- 
tion, and not for any other purpose. 
No United Sec. 11. That uo United States note and no Treasury 
th^teS^dofiars* notc issucd uudcr the act of July fourteenth, eighteen hun- 
dred and ninety, of a denomination less than ten dollars 
Silver certifl- shall hereafter be issued, and silver certificates shall here- 
tw^cioSara^flTe after be issued or paid out only in denominations of one 
dollars. ' dollar, two dollars, send five dollars against silver dollars 

deposited in the division of issue and redemption, or in 
exchange for silver certificates of denominations exceeding 
five dollars. 

of notesdeSSu* ®^^' ^^' ^^^* *^® circulating notes provided for in this 
Act shall consist of three classes, namely, national reserve 
notes, national bank notes, and national currency notes. 

The words " national reserve notes," when used in this 
Act, shall be understood to mean notes issued to a national 
banking association in exchange for United States notes, 
and for whose current redemption in gold coin the banking 
association receiviug the same shall be made immediately 
liable, and whose ultimate payment shall be made by the 
Government of the United States. 

That the words "national bank notes," when used in this 
Act, shall mean circulating notes issued by national bank- 
ing associations, and secured by deposits of United States 
bonds. 

That the words "national currency notes," when used in 
this Act, shall be understood to mean circulating notes 
issued by a national banking association, and constituting 
a direct and ultimate liability of the said banking associa- 
tion, as provided in this Act. 

to"^*o^°***5Si ^^^' ^^' '^^^^ ^^y national banking association, on com- 
of bank. **^ plying with the provisions of this Act, shall, if its capital be 
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wholly paid up and unimpaired, be entitled to receive from 
the Comptrollers of the Currency national bank notes or 
national currency notes, or both, of the different denomina- 
tions hereinafter specified (none, however, being less than 
ten dollars) in blank, registered and countersigned, as pro- 
vided by law, to the amounts and in the manner following, 
and on the following terms and conditions, but in no case 
exceeding in the sum of its bank notes and currency notes the 
amount of such paid-up and unimpaired capital : 

Subdivision A. That any national banking association National re- 
may deposit with the Treasurer of the United States, under ^®^^® '^<^*®»- 
such regulations as the Secretary of the Treasury may 
approve. United States notes to an amount not exceeding 
its paid-up and unimpaired capital, and shall then be 
entitled to receive in exchange therefor from the Comp- 
trollers of the Currency an equal amount of national reserve 
notes, of the kind and denominations described in sections 
twelve and fifteen of this Act. 

United States notes received into the division of issue and 
redemption in exchange for national reserve notes shall be 
canceled as received. 

Subdivision B. That upon the deposit by any national j^^^°^^ ^*°^ 
banking association of United States bonds, bearing inter- 
est, as provided by law under the provisions of sections 
fifty-one hundred and fifty-nine and fifty-one hundred and 
sixty of the Eevised Statutes, as amended by the acts of 
June twentieth, eighteen hundred and seventy-four, and 
July twelfth, eighteen hundred and eighty-two, it shall be 
entitled to receive from the Comptrollers of the Currency 
national bank notes of different denominations in blank, as 
provided by this act, equal in amount to the par value of 
the bonds so deposited; and any national banking associ- 
ation now having bonds on deposit for the security of cir- 
culating notes less in amount than the par value of the 
bonds, or which may hereafter have such bonds on deposit, 
shall be entitled to receive, immediately upon its reorgan- 
ization under this act, national bank notes to an amount 
which shall increase to the par value of the bonds the aggre- 
gate amount of circulating notes held by such association 
in consequence of the deposit of such bonds : Providedy 
That nothing herein contained shall be construed to modify 
or repeal the provisions of sections fifty-one hundred and 
sixty-seven and fifty-one hundred and seventy-one of the 
Eevised Statutes, authorizing the requirement of additional 
deposits of bonds or of lawful money in case the market 
value of the bonds held to secure the circulating notes shall 
fall below the par value of the national bank notes outstand- 
ing for which said bonds inay be deposited as security. 

Subdivision C. That any national banking association, re?c^^notes!^^'' 
having deposited with the Treasurer of the United States 
United States notes and received in exchange therefor 
national reserve notes, shall be entitled to receive and issue, 
in addition thereto, an amount of national currency notes 
equal to the amount of national reserve notes received 
as aforesaid: Provided, however, That the amount of 
national currency notes thus issued shall not exceed the 
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amount of its national- bank notes outstanding: And^o- 
vided further^ That the notes thus issued shall not exceed 
forty per centum of the paid-up and unimpaired capital of 
the bank, but an additional amount of national curreucy 
notes may be issued subject to the tax on circulation pro- 
vided in section twenty-nine of this act, without any in- 
crease of the circulation secured by United States bonds 
and without taking out any additional reserve notes. 
National our- sec. 14. That the national currency notes shall consti- 

mountiien^OTfSi tute a paramount lien upon all the assets of the associa- 

asaets. ^q^^ issuing such uotcs, after sufficient proceeds thereof 

shall have been applied to redeem in full the outstanding 
national-bank notes. 
Description of gEc. 15. That in Order to furnish suitable notes for cir- 

"*****' culating the Comptrollers of the Currency shall cause plates 

and dies to be engraved, in the best manner to guard 
against counterfeiting and fraudulent alterations, and shall 
have printed therefrom and numbered such quantity of 
circulating notes in blank of the denominations of ten 
dollars, twenty dollars, iifty dollars, one hundred dollars, 
five hundred dollars, one thousand dollars, and ten thou- 
sand dollars as may be required to supply the associations 
entitled to receive the same. 

Each national reserve note shall be in the same form and 
contain the same statements as the present United States 
legal tender notes, and in addition thereto shall express 
upon its back or reverse side the promise of the national 
banking association receiving the same to pay at the office 
of said bank, on demand, in gold coin, the sum specified on 
its face, which statement shall be attested by the signatures 
of the president or vice-president and cashier of such asso- 
ciation. 

Each national bank note shall conform as nearly as prac- 
ticable, subject to the provisions of this Act, with the 
national bank notes issued prior to the passage of this Act, 
except that it shall express the promise of the association 
to pay it, upon presentation at the office at which it was 
issued, in gold coin of the United States or national reserve 
notes. 

Each national currency note shall express upon its face 
the promise of the association receiving and issuing the 
same to pay, upon presentation at its office, the specified 
amount on demand, in gold coin of the United States or 
national reserve notes, attested by the signatures of the 
president or vice president and the cashier or assistant 
cashier of such association ; it shall also bear upon its face 
the statement that it is issued in accordance with the pro- 
visions of this Act, which statement shall be attested by 
the written or engraved signature of the First Comptroller 
of the Currency, and shall bear such devices and other 
statements and be in such form as the Comptrollers of the 
Currency shall, by regulation, direct. 

No circulating notes shall be issued to or by any national 

banking association other than those described in this Act. 

Legal status of Sec. 16. That national reserve notes issued to any 

^^*®** national banking association, as defined in this Act, shall 
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be a fall legal tender at their face value for all debts, 
public and private, except duties on imi)orts aud interest 
on the public debt, and shall be available for use in the 
reserves of any national banking association. 

Every national banking association formed or existinjg 
trader this Act shall take and receive at par national bank 
notes or national currency notes issued by any lawfully 
organized national banking association. 

"No national banking association shall count or report 
any of its own national bank notes or national currency 
notes as a part of its cash or cash assets. 

Sec. 17. That each year after the expiration of four years Bednction of 
from the passage of this Act the Comptrollers of the Cur- ^^^^p""*^*"^ 
renoy may, from time to time, and under regulations to be 
prescribed by them, reduce the amount of the United States 
bonds required to be deposited under the provisions of this 
Act by one-fourth of the amount so required, and from and 
after the expiration of eight years from the passage of this 
Act no such bond deposits shall be required; and any 
national banking association having at any time bonds of 
the United States deposited with the Treasurer in excess 
of the amount required by law to be at such time deposited 
may withdraw the whole or any part of such excess: Pro- 
videdj however y That such decrease in the amount of bonds 
required to be deposited shall not of itself in any way 
interfere with the amount of circulating notes previously 
issued by said banking association : Arid provided further j 
That nothing herein contained shall be construed to author- 
ize or permit the withdrawal of bonds required to be depos- 
ited under the provisions of section fifty-one hundred and 
fifty-three of the Eevised Statutes of the United States 
as security for the safe-keeping and prompt payment of 
the public moneys deposited with any national banking 
associations. 

Seo. 18. That no national banking association which ^Jj^^^required 
shall be organized within eight years after the passage of yean. ^ *^ 
this act shall be required, preliminary to commencing 
business, to deposit any greater amount of United States 
bonds than it would then be required to have on deposit 
if it had been organized immediately after the passage of 
this act. 

Sec. 19. That after so many United States notes have fl„^J^''^^iJh^ 
been canceled and destroyed, as herein provided, that in taking out re- 
the judgment of the Comptrollers of the Currency no more ^®^^® ^°'^'®* 
of such notes are available for use as a basis for the issue 
of circulating notes, the dei)osit of such United States 
notes as provided in section thirteen of this act shall no 
longer be required 5 but the Comptrollers may require any 
national banking association thereafter organized to obtain 
from the division of issue and redemption reserve notes in 
the manner provided in section twenty of this act. When 
in the judgment of the Comptrollers no more national 
reserve notes are available for such use, the taking out of 
such reserve notes, as provided in sections thirteen and 
forty of this act, shall no longer be required, and national 
banking associations shall then be entitled to receive 

B&c 6 
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national cnrrency notes to the amount which they would 
have been entitled to receive if such United States notes 
or reserve notes were available for sach ase. 
With d r a w a 1 Sec. 20. That the Comptrollers of the Currency may from 
^mi of ^roaer^e time to time, under regulations to be prescribed by them, 
note*. withdraw from circulation national reserve notes; but such 

withdrawals shall be first from those banks having such 
reserve notes in excess of forty per centum of their capital. 
Thereafter such withdrawals shall be so made as to equita- 
bly adjust the respective holdings of national reserve notes 
of the several banks. The national reserve notes so with- 
drawn shall be canceled and destroyed; but the Comp- 
trollers of the Currency are hereby authorized to issue, in 
exchange for gold coin, to national banking associations, 
now existing or hereafter organized, national reserve notes 
to an amount not exceeding in the aggregate the amount 
of national reserve notes so canceled and destroyed. 

Whenever there shall be any funds in the Treasury avail- 
able as surplus revenue, the Secretary of the Treasury may 
transfer the same to the division of issue and redemption, 
and if there are no United States notes or Treasury notes 
in the division of issue and redemption subject to cancella- 
tion, the Comptrollers of the Currency shall thereupon 
withdraw national reserve notes and cancel and destroy the 
same in the manner and to the amount that they would 
have canceled United States notes under the provisions of 
this act. National reserve notes so withdrawn and can- 
celed shall not be reissued as provided in the preceding 
paragraph : Provided^ That any decrease in the amount of 
reserve notes consequent on the withdrawal provided lor 
in this section shall not of itself interfere with the amount 
of circulating notes to which any banking association would 
otherwise be entitled. 
Reduction of Sec. 21. That any national banking association desiring 
circu a ion. ^ rcducc the volumo of its national-bank notes or currency 
notes may do so by depositing with the assistant treasurer 
in charge of the division of issue and redemption a sum in 
gold coin equal to the amount of the reduction desired, or 
by redeeming its notes and sending such redeemed notes 
to the Comptrollers of the Currency, with the request that 
they be canceled; and the First Comptroller of the Cur- 
rency may carry to the credit of any national banking 
association, or reimburse to it, the excess of either the 
bank-note redemption fund or the bank-note guaranty fund, 
or both, above the amount required by this act to be held 
against outstanding circulation. 

diSte'*'^*'"** ®^^- ^^- ^^^^ *^® ®^^^ Comptrollers of the Currency 

shall divide the United States into clearing-house districts, 
and each national banking association organized under this 
act which shall have taken out for issue any national cur- 
rency notes shall belong distinctively to some one clearing- 
house district; and the number of such district shall be 
plainly and prominently printed upon the said national cur- 
rency notes issued by it. 

Every association located outside of a clearing-house 
city shall arrange with some national banking association 
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in the clearing-house city of the district to which it belongs 
for the current redemption of its national currency notes. 

No national banking association shall pay out over its 
own counter any of the national currency notes issued by 
national banking associations belonging to clearing-house 
districts other than its own, unless the association issuing 
the same shall have established an agency for the redemp- 
tion of its notes in the clearing-house city of said district. 

Sec. 23. That every national banking association shall^^^^»'»»*y 
at all times keep and have on deposit with the division of 
issue and redemption for the purpose hereinafter specified 
a sum in gold coin equal to five i>er centum of its outstand- 
ing circulation of national currency notes. The amount so 
kept on deposit shall constitute a fand to be known as the 
"guaranty fund," which fund shall be held for the follow- 
ing purpose, and for no other, namely : 

Whenever the Comptrollers of the Currency shall have 
become satisfied by the protest or the waiver and admis- 
sion specified in section fifty-two hundred and twenty-six, 
or by the report provided for in section fifty-two hundred 
and twenty- seven, of ^^he Eevised Statutes of the United 
States, that any association has refused to pay any of its 
circulating notes on demand, they shall direct the redemp- 
tion of its national currency notes from the guaranty fund 
aforesaid, and the redemption in gold coin of the United 
States from the reserve fund in the division of issue and 
redemption of the national reserve notes issued to it. After 
the failure of any national banking association to redeem 
any of said notes shall have been thus ascertained the 
bonds deposited by it with the Treasurer of the United 
States shall be sold as provided by law, and the proceeds 
of such sale shall be applied first to the redemption of the 
notes for which they are held, and the balance, if any, 
shall be paid into the guaranty fund, so far as may be 
necessary to provide for the final redemption of any other 
outstanding notes of such bank. 

The comptrollers of the currency shall forthwith collect, 
for the benefit of said guaranty fund, from the assets of the 
bank and from the stockholders thereof, according to their 
liability as declared by this act, such sum as, with the 
bank's balance in the guaranty fund as aforesaid, shall 
equal the amount of its national currency notes outstand- 
ing. And for this purpose the United States shall, on be- 
hs3f of the guaranty fund, have a paramount lien upon all 
the assets of the association; and such fund shall be made 
good out of such assets in preference to any and all other 
claims whatsoever, except the necessary costs and expenses 
of administering the same. 

All national reserve notes so redeemed shall be canceled 
and destroyed, and all national bank notes and national 
currency notes so redeemed shall be held by the Treasury 
Department in the division of issue and redemption until 
the conclusion of the proceedings of liquidation of said 
bank, and shall thereupon be canceled and destroyed. 

The provisions of sections fifty-two hundred and twenty- 
six, fifty-two hundred and twenty-seven, fifty-two hundred 
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and twenty-eight, fifty-two hundred and twenty-nine, fifty- 
two hundred and thirty-four, and fifty-two hundred and 
thirty-seven of the Eevised Statutes shall be applicable in 
the case of the failure of any national banking association 
to redeem in compliance with law the national reserve notes 
issued to it. 

ca^^^Sden^ ^^^- ^' ^^** whcnevcr the Comptrollers of the Currency 
In banknote shall ascertain what deficiency, if any, exists between the 
guaranty fund, aggregate collection for the benefit of the guaranty fund 
in the case of any failed bank and the amount of its national 
currency notes redeemed and to be redeemed from the said 
fund, he shall assess such deficiency upon all the national 
banks in proportion to their national currency notes out- 
standing at the time of the failure of such bank, said 
assessment, however, not to exceed in any one year one 
per centum of the amount of such circulation of the sev- 
eral banking associations, respectively. 

m^""br^vMt^ ^^^* ^^* ^^^^ *^^ Comptrollers of the Currency be, and 
fi^n obii^tions they are hereby, authorized, in their discretion, to cause to 
states * ^^**®^ be invested in any interest-bearing obligation of the United 

States, at a price not greater than a premium of six per 
centum, any portion of the guaranty fund hereinbefore 
provided for,* and such securities shall be held and dis- 
posed of for the benefit of such fund. 
Interest to con- Sbc. 26. That all interest accruing from the investment 
|^l^eS*tary"to of any portiou of the aforesaid guaranty fund, and all funds 
^^ftSia ^"*^ received in payment of the taxes on circulation provided 
anty un . ^^^ .^ ^j^.^ ^^^^ Shall bc held in the division of issue and 

redemption in gold coin or in some interest-bearing obliga- 
tion of the United States, and shall be supplementary to 
the guaranty fund, each banking association being credited 
with its proper share thereof. 
Redemption Sec. 27. That the fuud of five per centum of outstand- 
ing national bank notes required to be kept on deposit by 
every national banking association for the current redemp- 
tion of the circulating notes of such association shall be 
required to be equal to five per centum of the national 
reserve notes issued to it and of its national bank notes 
outstanding, and shall be in gold coin of the United States; 
and the Comptrollers of the Currency shall have authority 
to provide for the redemption of said national bank notes 
and national reserve notes at any or all of the subtreas- 
uries of the United States. Said notes shall be paid in 
gold coin of the United States, and shall thereupon be 
returned to the banks to which they were originally issued, 
subject to the limitations in sections twenty and twenty- 
three. 

u^it\^d^^^s ^te^ ^^^' ^^' That so much of section three of the act of June 
fo?redemption/ twentieth, eighteen hundred and seventy-four, entitled 

"An act fixing the amount of United States notes', provid- 
ing for a redistribution of the national bank currency, and 
for other purposes," as reads "And when the circulating 
notes of any such associations, assorted or unassorted^ 
shall be presented for redemption in sums of one thousand 
dollars, or any multiple thereof, to the Treasurer of the 
United States, the same shall be redeemed in United States 
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• 

notes," be amended to read: <<And when the circulating 
notes of any sach associations, assorted or unassorted, 
shall be presented for redemption in sums of one thousand 
dollars, or any multiple thereof, at the Treasury, or at such 
subtreasuries as may be designated by the Comptrollers of 
the Currency, the same shall be redeemed in gold coin of i 

the United States. But nothing in this act contained shall 
be construed to impose upon the United States ^ny liabil- 
ity for the redemption of the notes of any national banking 
association, beyond the proper application of the proceeds 
of the bonds and of the redemption and guaranty funds 
deposited with the division of issue and redemption and 
the enforcement of the remedies by this act provided.'' 

Sec. 29. That every nationar banking association shall J^^^^J^l^ J? 
at all times have on hand, in gold coin of the United ^hefllngofd. 
States, an amount equal to at least fifty per centum of the 
cash reserve required by law to be held against deposits: 
Provided^ That nothing in this section, except as expressly 
provided, shall be construed to alter or in any way affect 
the provisions of existing law governing the maintenance 
of reserves. 

!N"o contribution to the guaranty fund provided for in 
section twenty-three of this act shall be counted by any 
national banking association as a part of its lawful reserve. 

Sec. 30. That when the amount of the national currency Tar cm drcu- 
notes of any national banking association issued under this ^**^**''* 
act shall, together with its national-bank notes outstand- 
ing, exceed eighty per centum of its capital, every such 
national banking association shall pay, on or before the 
last day of every month, to the division of issue and 
redemption a tax imposed at the rate of one-half of one per 
centum per month upon the average daily amount of said 
national currency notes in circulation in excess of eighty 
per centum of its capital stock, and which shall not have 
been returned to the comptrollers for cancellation or cov- 
ered by an equal amount of gold coin deposited with the 
First Comptroller for the retirement of such notes. 

Sec. 31. That every national banking association shall, ^^"^^^ 
within five days from the first day of each calendar month, feottono/tuM.' 
make a return, under the oath of its president or cashier, 
to the Comptrollers of the Currency, in such form as they 
may prescribe, of the average daily amount of its national- 
bank notes and national currency notes in circulation dur- 
ing the calendar month next preceding; and every such ^ 
association shall, before the last day of such calendar mouthy 
pay to the division of issue and redemption, in lawful 
money, the fall amount of the tax imposed in section 
thirty of this act; and whenever any association fails to 
pay the taxes imposed by this act, the sums due may be 
collected in the manner provided for the collection of taxes, 
or said First Comptroller may reserve the amount so due 
out of the interest as it may become due on any bonds 
deposited with him by such defaulting association; and 
while such default continues no further amount of circu- 
lating notes shall be issued to such defaulting association* 
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Tax on fran- Seo. 32. That every national banking association shall 
•^•^ pay to the Treasurer of the United States each half year, 

in the months of Jannary and July, on or before the 
thirtieth day thereof, a tax of one-eighth of one per centum 
upon the value of its franchise, as measured by the aggre- 
> gate amount of its capital, surplus, and undivided profits 

upon the last day of the calendar month next preceding. 
But in tha case of any national banking association taking 
out reserve notes this tax shall be remitted, at the rate of 
one-half of one per centum per annum, on the amount of 
the reserve notes issued to it and outstanding. The taxes 
thus paid to the Treasurer of the United States shall be 
held as a separate fund for naying the expenses of the office 
of the Oomptrollers of th^ Currency and the expenses of 
issuing and redeeming the several classes of notes as pro- 
vided in this act. And the surplus, if any, shall be covered 
into the Treasury of the United States as a miscellaneous 
receipt. Sections fifty-two hundred and fourteen, fifty-two 
hundred and fifteen, fifty-two hundred and sixteen, and 
fifty- two nundred and seventeen of the Eevised Statutes of 
the United States are hereby repealed. But nothing in 
this section contained shall be so construed as in any man- 
ner to release any national banking association from any 
liability for taxes or penalties incurred prior to the passage 
of this act. 
Banks ««J»« Sbo. 33. That cvcry bank going into liquidation, volun- 
nto uquidation. ^^^^ ^^ iuvoluutary. Shall, prior to the payment of its 

creditors other than noteholders, and the distribution of 
any of its assets to its shareholders, deposit with the First 
Comptroller gold* coin of the United States to such an 
amount that its total deposits of such gold coin shall equal 
the full amount of its outstanding national currency notes 
and its assessments provided for by this act. 
digital re- Seo. 34. That section fifby-one hundred and thirty-eight 

qnixea. ^^ ^^le Eeviscd Statutes of the United States be amended 

to read as follows: ^^'No association shall be organized 
under this title in a city the population of which exceeds 
fifty thousand inhabitants with a less capital than two 
hundred thousand dollars. No association shall be organ- 
ized with a less capital than one hundred thousand dollars, 
except that banks with a capital of not less than fifty thou- 
sand dollars may, with the approval of the Comptrollers 
of the Currency, be organized in any place the population 
of which does not exceed six thousand inhabitants, and 
that banks with a capital of not less than twenty-five thou- 
sand dollars may, with the approval of the Comptrollers of 
the Currency, be organized in any place the population 
of which does not exceed three thousand inliabitants." 
Branch banks Sec. 35. That it Shall be lawful for any national banking 

authorized. associatiou to establish branches under such rules and 
regulations as may be prescribed by the Comptrollers of 
the Currency. 
Bank notes not Sec. 36. That SO much of scctiou fifty-ouc Hundred and 

IJft^^s^^J^j^^y eighty-two of the Eevised Statutes of the United States as 
provides that the circulating notes of national banking 
associations shall be received at par ^^ for all salaries and 
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Other debts and demands owing by the United States to 
individuals, corporations, and associations within the 
United States, except interest on the public debt and in 
redemption of the national currency,'' be, and the same is 

hereby, repealed. Bxamination 

Sec. 37. That the examination of the affairs of every of baiS^^ 
national backing association authorized by existing laws 
shall take place at least twice in each calendar year, and 
as much oftener as the Comptrollers of the Currency shall 
consider necessary in order to furnish a full and complete 
knowledge of its condition; and the person making such 
examination shall have power to call together a quorum of 
the directors of such association, who shall, under oath^ 
state to such examiner the character and circumstances of 
such of its loans or discounts as he may designate; and 
from and after the passage of this act all bank examiners 
shall receive fixed salaries, the amount whereof shall be 
determined by the Secretary of the Treasury; but the 
expense of the examination herein provided for shall be 
assessed by the Comptrollers of the Currency upon the 
associations examined. 

Sec. 38. That no association shall hereafter make any . Jt?"*^ <>' p»- 

, . i.ii * j» t ' tuitiee to exam- 

loan or grant any gratuity to any examiner of such associ- men forbidden. 
ation. Any association offending against this provision 
shall be deemed guilty of a misdemeanor, and shall be fined 
not more than one thousand dollars and a further sum 
equal to the money so loaned or gratuity so given ; and the 
officer or officers of such association who shall make such 
loan or grant such gratuity shall ^be likewise deemed guilty 
of a misdemeanor, and shall be fined not to exceed five 
hundred dollars. And any examiner accepting a loan or 
gratuity from any association examined by him shall be 
deemed guilty of a misdemeanor, and shall be fined not 
more than five hundred dollars and a further sum equal to 
the money so loaned or gratuity given, and shall be forth- 
with dismissed from the service. 

Sec. 39. That the Comptrollers of the Currency, in ^^^ report* 
addition to the reports provided for by existing laws, shall ^^**^ **'* 
have authority to call for such other reports, regular or 
special, as he may deem advisable; and such reports shall 
be rendered in such form as the Comptrollers may pre- 
scribe; but nothing herein contained shall be construed to 
require the publication of such additional reports by each 
association in the manner prescribed for other reports now 
rendered. 

Sec. 40. That after the passage of this act no national Reserve notes 
banking association shall be granted an extension or re- g^^^tion?^ ^^" 
newal of its charter, and no national banking association 
shall be granted a certificate of organization, unless such 
association shall have taken out in the manner prescribed 
herein an amount of national reserve notes equal to at least 
twenty-five per centum of its capital, subject to the exemp- 
tions provided in section nineteen of this act. 

Sec. 41. That any national banking association hereto- ^^^ y|»j ^o^ 
fore organized may, at any time within one year from the '®**^^*^^* ^**"- 
passage of this act, and with the approval of the Comptrol- 
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lers of the Currency, be granted, as herein provided, all the 
rights and be subject to all the liabilities of national bank- 
ing associations organized hereunder: Provided, That such, 
action on the part of such associations shall be authorized 
by the consent in writing of shareholders owning not less 
than two-thirds of the capital stock of the association. 
Any national banking association now organized wbich 
shall not within one year after the passage of this act 
become a national banking association under the x^ro- 
visions of this act, and which shall not place in the hands 
of the Treasurer of the United States the sums herein- 
before provided for the redemption and guaranty of its 
circulating notes, or which shall fail to comply with any 
other provision of this act, shall be dissolved; but such 
dissolution shall not take away or impair any remedy 
against such corporation, its stockholders or officers, for 
any liability or penalty which shall have been previously 
incurred, 
state banks Sec. 42. That any bank or banking association incorpo- 

miderthi»aSb!?^''^*®<i ^7 Special law of any State, or organized under the 

general laws of any State, and having a paid-up and unim- 
paired capital sufficient to entitle it to become a national 
banking association under the provisions of this act, may, 
by the consent in writing of the shareholders owning not 
less than two-thirds of the capital stock of such bank or 
banking association, and with the approval of the Comp- 
trollers of the Currency, become a national bank under this 
system, under its former name or by any name approved 
by the Comptrollers. Tho directors thereof may continue 
to be the directors of the association so organized until 
others are elected or appointed in accordance with the pro- 
visions of law. When the Comptrollers of the Currency 
have given to any such bank or banking association a cer- 
tificate that the provisions of this act have been complied 
with, such bank or banking association, and all its stock- 
holders, officers, and employees, shall have the same 
powers and privileges and shall be subject to the same 
duties, liabilities, and regulations in all respects as shall 
have been prescribed for associations originally organized 
as national banking associations under this act. 
Bitension of Seo. 43. That scction fifty-one hundred and thirty-six of 

powers of banks. ^^^ Reviscd Statutes is hereby amended by inserting after 

the word "discounting,'' in the seventh clause relating to 
incidental powers, the words "buying, selling," so that 
such portion of said clause will read as follows : " By dis- 
counting, buying, selling, and negotiating promissory notes, 
drafts, bills of exchange, and other evidences of debt." 
Modification of Sec. 44. That SO much of section nine of an act entitled 

of*cori^raS*lT. "^^^ ^^* ^ enable national banking associations to extend 

istonce. their corporate existence, and for other purposes," approved 

July twelfth, eighteen hundred and eighty-two, as reads as 
follows, "And no national bank which makes any deposit 
of lawful money in order to withdraw its circulating notes 
shall be entitled to receive any increase of its circulation, 
for the period of six months from the time it made such 
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deposit of lawful money for the purpose aforesaid: Pro- 
vided^ That not more than three millions of dollars of law- 
ful money shall be deposited during any calendar month 
for this purpose : And provided, That the provisions of this 
section shall not apply to bonds called for redemption by 
the Secretary of the Treasury, nor to the withdrawal of 
circulating notes in consequence thereof," be, and the same 
is hereby, repealed; and the Comptrollers of the Currency 
are hereby authorized and directed to have prepared and 
keep on hand, ready for delivery on application, blank 
notes to such an amount as he may deem advisable for 
each national banking association having circulation. 

Sec. 45. That nothing contained in this act shall be con- ^^^ ^^^^ 
strued to alter or aflPect any vested rights of property or ^^^^ 
contract, or any penalties incurred before the taking effect 
of this act, or any part of it. 

Sbo. 46. That all provisions of law inconsistent with or General re- 
superseded by any of the provisions of this act be, and the ^ ^' 
same are hereby, repealed. 
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Ifr. MgCleaby, from the Committee on Banking and Currencyy sub- 
mitted the following 

REPORT. 

[To accompany H. B. 10289.] 

The Committee on Banking and Currency, having had under con- 
sideration House bill 10289, respectfully report as foUows: 

The purposes of this bill, as declared in its title, are the strengthen- 
ing of the public credit, the relief of the United States Tireasury, and 
the amendment of the laws relating to national banking associations. 
The bill is framed to accomplish the first two of these results without 
contracting the currency, without the issue of interest-bearing bonds, 
and without cost to the Treasury of the United States. The protection 
of the Treasury from demands for gold and from the necessity for issu- 
ing bonds is accomplished by imposing upon the national banks the 
current redemption of the Government notes. The amendment of the 
national banking laws is intended to afford a test, in a conservative 
and limited manner, of the system of basing note issues upon the com- 
mercial business of the country, with the purpose of affording in the 
near future a sufficient supply of currency in every part of the country 
at all seasons of the year, extending credit accommodations, and thereby 
reducing the rate of interest to borrowers. 

The first eleven sections of the bill relate to operations of the Treasury ; 
the remaining sections cover amendments to the national banking act. 

WOBK OP THE TREASURY DIVIDED. 

The bill divides the operations of the Treasury. The fiscal operations 
of collecting revenues and disbarsing them for Government expendi- 
tures are lefb as at present, but a new division is created, to be known 
as the division of issue and redemption. This division is to be under 
the charge of three comptrollers of the currency, who take the place 
of the present Comptroller and assistant comptroller. All matters 
relating to the issue, redemption, and exchange of currency, whether 
coin. Government notes, or bank notes, are intrusted to the division of 
issue and redemption. The Secretary of the Treasury is authorized 
to transfer to it all funds in excess of a cash balance of $50,000,000 
and all gold and silver coin and bullion now held in the Treasury for 
the purpose of redeeming United States notes, Treasury notes, and cer- 
tificates. The Secretary of the Treasury is also authorized to transfer 
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to this division from time to time sach sarplas revenues as ttie Treasury 
may contain, and to issue short-term Treasury certificates, if necessary, 
for the sole purpose of replenishing the reserve. 

The division of issue and redemption is required to redeem United 
States notes and Treasury notes in gold, to exchange gold coin for sil- 
ver dollars and silver dollars for gold coin or other lawful money; to 
redeem silver certificates in silver dollars, and to make other ordinary 
exchanges of currency. United States notes redeemed in gold are, 
from time to time, to be canceled. The division must maintain a gold 
reserve of 25 per cent of the outstanding United States notes and 
Treasury notes and 6 per cent of the silwr dollars which have been 
coined. 

THE EXCHANGE OF THE GREENBACKS. 

The present outstanding issues of United States notes known as 
"greenbacks" will cease to be a burden upon the Treasury foy redemp- 
tion in gold, so far as they are exchanged by national banks for national 
reserve notes. 

IS^ational reserve notes are a new form of currency provided by the 
bill, in place of the existing greenbacks. They are not, properly speak- 
ing, bank notes. They are Government notes whose current redemp- 
tion is provided for by the banks. They are legal tender and are 
intended for circulation as currency or for use in the reserves of the 
banks in exactly the same manner as the existing greenbacks. National 
reserve notes are to be issued to any national bank to any amount not 
exceeding its paid-up capital, upon its surrender to the Treasury of an 
equal amount of greenbacks. 

The United States notes thus received are canceled and destroyed. 
The banks taking reserve notes are required to contribute to the cur- 
rent redemption fund held in the Treasury 5 per cent of the amount of 
their reserve notes in gold coin, and to replenish this reserve whenever 
it is reduced by the redemption of the reserve notes. 

The money in circulation is not reduced by any of the preceding pro- 
visions. National reserve notes take the place of the greenbacks for 
which they are exchanged, and gold coin takes the place of greenbacks 
which are directly redeemed. 

Existing national banks are required to take reserve notes to the 
amount of 26 per cent of their capital, but two privileges are offered 
the banks in compensation for their assumption of the current redemp- 
tion of the notes. One of these is the privilege of issuing currency 
notes upon general assets, as set forth under the next general head. 
The second privilege is partial remission of the tax of one-fourth of 
1 per cent per year levied by the bill upon the capital, surplus, and 
undivided profits of each bank. The remission thus allowed is at the 
rate of one-half of 1 per cent per year of the amount of reserve notes 
issued to the bank. 

National reserve notes may be recalled from the banks to which they 
have been issued by the Secretary of the Treasury in equitable propor- 
tions and distributed to new national banks, which are required to pay 
for them in gold coin after the United States notes cease to be available. 
The withdrawal of reserve notes does not reduce the limit of currency 
based upon commercial assets. 

BANK-NOTE CURRENCY. 

National banks having charters under the old law may continue to 
issue currency as at present. The minimum amount of bonds required 
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upon the passage of the bill is the same as under existing law — 25 per 
cent of the capital, but not exceeding $60,000 — but banks may issue 
notes upon all their bond deposits to the par value of the bonds (and to 
the full amount of their capital), instead of 90 per cent, as at present, 
fieginning four years after the passage of the act, any bank may with- 
draw the bonds deposited to secure circulation at the rate of 25 per 
cent of the required deposits per year, and may withdraw those in excess 
of the minimum requirement at any time. 

The privilege of issuing currency based upon commercial assets, 
without the deposit of United States bonds, is granted to national 
banks to the amount of 40 per cent of their paid-up capital, but only 
upon condition that notes secured by bonds and national reserve notes 
are taken in equal amounts. Thus a bank organized under this bill 
having a capital of $100,000 is required to take out $25,000 in national 
reserve notes and to have on deposit in the Treasury $25,000 of United 
States bonds, against which it may issue $25,000 in national-bank notes. 
It may also issue $25,000 additional in such notes based upon commer- 
cial assets, and may increase such issues if it increases also its bond 
deposits and its holdings of reserve notes in equal proportions. This 
process may be continued up to the point where the amount of notes 
secured by bonds, the amount of notes not thus secured, and the 
amount of national reserve notes are each equal to 40 per cent of the 
paid-up capital, making an aggregate of $80,000 in bank notes and 
$40,000 in reserve notes. 

When circulation is issued in excess of 80 per cent of the paid-up 
capital, exclusive of issues of reserve notes, the excess is liable to a 
tax of one-half of 1 per cent monthly. But bond-based notes may be 
issued to the full amount of the capital without any tax on them. 

All paper money except silver certificates shall be in denominations 
of $10 and higher. Silver certificates issued by the Treasury shall be 
in denominations of $1, $2, and $5 only. 

THE REDEMPTION OF NOTES. 

The burden of the current redemption of paper currency rests upon the 
banks. They are required to redeem their reserve notes over their own 
counters, and to maintain in the Treasury a 5-per-cent gold fund for 
current redemption of the notes in gold. The reserve notes are guar- 
anteed by the Government to be ultimately redeemed in gold from its 
own resources upon failure or liquidation of the bank to which they 
may have been issued. Eeserve notes redeemed by the Government 
may, at its option, be reissued to new banks. 

The current redemption of currency notes not secured by United 
States bonds may be provided for through clearing-house districts 
under regulations prescribed by the Comptrollers of the Currency. 

The currency notes are redeemed, in case of failure of the issuing 
bank to redeem them, from a gold guaranty fund in the custody of the 
Secretary of the Treasury, known as the bank-note guaranty fund, 
which is made up by each bank which takes out circulation upon its 
commercial assets contributing in gold 5 per cent of its asset circula- 
tion. Upon the failure of a bank, its notes shall be immediately 
redeemed from this fund and the fund reimbursed from the assets of 
the failed bank. Bank notes form a first lien upon the assets and 
have behind them also the individual liability of the stockholders for 
assessment up to the amount of their stock. Should these sources fail 
to fuUy reimburse the fund, the Treasury may make an assessment 
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upon the national banks issuing asset circulation to reimburse it, but 
these assessments shall not in any one year exceed 1 per cent of the 
asset circulation. 

MISCELLANEOUS PROVISIONS. 

Existing national banks may continue to do business under their 
present charters upon acceptance of the new law, but must comply 
with the requirement for taking out 25 per cent of their capital in 
reserve notes. 

Branch banks may be established in the discretion of the Secretary 
of the Treasury. 

Stringent regulations are provided for the examination and conduct 
of national banks. 

The reserve requirements in relation to banks are the same as under 
the present law, except that 60 per cent of the reserves required to be 
kept actually in the bank must be in gold. 

Banks are required to pay a tax of one-quarter of one per cent per 
year upon their capital, surplus, and undivided profits. The existing 
tax of 1 per cent per year upon circulation is repealed. 

NECESSITY FOR PROTECTING THE TREASURY. 

The necessity of so protecting the Treasury as to strengthen the pub- 
lic credit ought not to be a subject of dispute among those familiar 
with the events of the last five years. The essential purpose of the 
bill in this respect is to relieve the Treasury from the burden of the con- 
stant redemption of Government paper money and to obviate the neces- 
sity of selling interest-bearing bonds running for a long term in order 
to obtain gold for the continued and repeated redemption of the notes. 

By reference to Tables 2 and 3 in the appendix to this report, it will be 
seen that the redemption of United States notes during the years 1892 
to 1897, inclusive, amounted to $455,025,847, or more than $91,000,000 
a year. This annual average redemption amounted to almost the total 
of the gold redemption fund, thus requiring practically a complete 
replacement of the fund each year. This necessity resulted in the 
issue of long-term interest-bearing bonds, amounting to more than 
$262,000,000. 

It does not matter what view is taken of the responsibility for the 
condition in which the Treasury has been found during the last five 
years. If any political organization or any error of administration at 
the Treasury Department is responsible for these events, it only empha- 
sizes the necessity of placing our currency system beyond the reach of 
political accidents. Our financial system should be such that no 
Administration, without radical change of law, should have the power 
to involve the commercial business of the country in disaster because 
the fiscal and banking operations of the Treasury might not be wisely 
conducted. This is one of the essential purposes of the bill reported 
by your committee — ^to separate the operations of the fiscal service of 
the Government from the operations of commercial banking. 

There can be no question of the benefits to the Treasury and to the 
public credit in relieving the Treasury of the constant necessity of 
redeeming demand obligations. Such objections as have been made to 
methods heretofore proposed for terminating these conditions are, we 
believe, obviated by the plan herewith reported. 

Your committee propose to relieve the Treasury absolutely of the obli- 
gation of finding gold for the redemption of a very large proportion of the 
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legal- tender notes, and we believe that the small amount of such notes left 
outstanding will be given such enhanced credit by the operation of this 
bill that they will never again become a menace to the public credit and 
•never bring in question the ability of the United States to fulfiU the 
mandate of the act of November 1, 1893 — "the maintenance of the 
parity in value of the coins of the two metals, and the equal power of 
every dollar at aU times in the markets and in the payment of debts." 

EFFECTS OP DOUBT ABOUT THE PARITY. 

The importance of maintaining unquestioned and unimpaired the 
parity of all our forms of money is such that it involves almost every 
transaction of life, and peculiarly the volume of business, the safety of 
investments, the value of pensions and insurance policies, and the 
legitimate profits of agricultural, industrial, and mercantile enterprises. 
From 1893 to 1896 the United States, by heroic efforts, succeeded in 
preventing any depreciation of their paper currency, but the mere sus- 
picion of the possibility that such a depreciation might occur was 
among the potent causes of the shrinkage of values and the paralysis 
of industry. 

Some conception of the effects of this uncertainty may be formed 
from the fact that the transactions of the 'New York clearing house 
shrunk from $36,279,905,236 for the year ending October 1, 1892, to 
$24,230,145,368 for the year ending October 1, 1894. The clearings 
throughout the leading cities of the country showed a shrinkage in the 
same period from $61,017,839,067 to $45,028,496,746. Figures like these 
measure, in some slight degree, the reduction in the volume of busi- 
ness, in the earnings of the people, and in the employment for labor. 
There can be no doubt, also, that the withdrawal of foreign capital as 
the result of like uncertainty regarding the maintenance of the parity 
of all our forms of money added to the tendency to panic by the per- 
sistent withdrawal of gold, and diminished the productive resources of 
the country. 

HOW THE PABITT OP COINS IS MAINTAINED. 

It is the permanent policy of this nation that the making of coins 
shall be vested exclusively in the Government. The Government 
makes the coins out of several metals, each designed to serve the peo- 
ple in the special way for which it is best fitted. The Government has 
declared itself in duty bound to preserve the parity of its coins. 

How is the parity maintained t The value of the silver in a silver 
dollar is much less than the value of the gold in a gold dollar, yet a 
silver dollar will buy as much as a gold dollar will buy. Why t 

There is a certain amount of money of small denomination absolutely 
needed by the people of the country for their ordinary retail transac- 
tions. Silver serves this purpose admirably. It has been found that 
so long as the limit is not exceeded there is comparatively little trouble 
in maintaining at a parity with gold the amount of silver legitimately 
demanded by business. In order that the business demands for silver 
may be fully met and satisfied, and yet that no more shall be forced 
into the channels of trade than is needed, our Government has adopted 
the following plan: 

1. The coinage of silver is on Government account; that is, the Gov- 
ernment controls the volume of the silver coinage. 

2. In making payments for materials or services, and in the payment 
of obligations, it pays out as much silver as is desired. It also holds 
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itself ready to pay oat silver in exchange for other forms of money. In 
these ways it gets silver into circolation, meeting in some measure the 
legitimate demands for such money. 

3. The GU>vernment stands ready to receive silver at any time as the*' 
equivalent of gold in pajonents due to it. In this way, by indirect 
redemption in gold, the silver is kept in the minds of the people as the 
eqnivident of gold, and at the same time a reservoir is provided for 
any surplos which the channels of trade may desire to rid themselves 
of. And, as has more than once been announced by the Treasury 
Department, and as provided in the bill herewith reported, the Otov- 
emment will, if necessary, give gold coin in exchange for silver coin. 

The method by which the Government redeems its pledge to main- 
tain the parity of the metals is, then, first, by so regulating the volume 
of silver coin in circulation as to meet as nearly as possible the demands 
of business, which are quite constant; and, second, by maldng silver 
coin indirectly or direcliy interchangeable with gold at the Treasury. 

Eecognizing it as part of the permanent policy of this country that 
the Government shall maintain the parity of its coins, the bill reported 
by your committee has sought to render the performance of this duty 
as safe and easy as possible. The bill provides that hereafter no United 
States note or Treasury note of 1890 or national-bank note shall be 
issued in denominations of less than $10, and that silver certificates 
shall be of the denominations of $1, $2, and $5. This arrangement will 
give to silver, in the form of coin and certificates, practically the whole 
field for use as the money of retail trade, thus making the demand for 
silver large and steady, fiy reference to Table 8 in the appendix the 
present actual demand for $1, $2, and $5 bills can be seen. Oarefcd 
computations show that by this arrangement nearly 95 per cent of all 
the silver coin now in the country may be given emplojrment in the 
regular channels of trade. It is expected, therefore, that comparatively 
little silver will find its way to the Treasury, either on payment of dues 
or to be exchanged for gold, and that public dues will be paid almost 
entirely in gold. Thus the burden of the Government in maintaining 
the parity will be reduced to the minimum, while its ability to do so will 
be raised to the maximum. 

THE DIVISION OF ISSUE AND BEDEMPTION. 

The gold reserve, held for the purpose of maintaining the parity of 
our various forms of Government coin and paper, has always been held 
in the general cash of the Treasury. This arrangement has long been 
deplored by thoughtful people, because it leaves this fund, a depletion 
of which would entail such direful consequences on the country, to the 
varying fortunes of revenue receipts. This fund was provided for a 
specific purpose, and should be held apart from the general funds of the 
Treasury. Then if there should be any trouble we shall know how to 
locate and correct it. Moreover, it is expected that under the opera- 
tions of this bill the Treasury will be relieved from the burden of the 
current redemption of its demand notes, so that the reserve fund will, 
before long, be materially reduced. With the view, therefore, of sepa- 
rating the financial operations of the Government from its fiscal opera- 
tions, the bill provides for a new division in the Treasury Department, 
to be known as the division of issue and redemption. To this division 
is assigned the duty of acting as custodian of the funds for maintain- 
ing coin parity and of the redemption and guaranty frmds of the 
national banks, and by it all exchanges called for to accommodate the 
people in securing such form of money as will best serve their legitimate 
purposes, so far as this duty continues with the Government, shall be 
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made. In order that the exceedingly important work of this division, 
including the supervision of all the national banks, may be done most 
efficiently, the bill provides for a board of three comptrollers, with long 
terms and with the appointments so arranged as to secure skilled and 
experienced supervision and control. 

THE DISADVANTAGES OF GOVERNMENT BANKING. 

The issue of government paper to circulate as money is not approved 
by the experience of any civilized state. It is not necessary for your 
committee to refer to the notorious incidents of the French assignats, 
nor the discredited igsues of our own country during the war of the 
lievolution. Oases less conspicuous are those of the Austro-Hungarian 
monarchy, which resorted to this method of finance in 1847 and gave 
forced legal-tender character to its treasury issues. The result was the 
perpetuation of a premium upon gold, which has not yet been termi- 
nated. The experience of the South American countries, if it should be 
presented by your committee in detail, would afford even more striking 
proof of the failure of governments to maintain their legal-tender paper 
currency at parity with the metallic standard. 

The history of the world hardly affords an instance of the successful 
maintenance of government paper at parity with gold. The United 
States from 1879 to 1893 afforded the most successful illustration of this 
experiment, but this period was one of prosperity seldom impaired and 
of a rigid limitation of the note issues. When this limitation was 
removed by the act of July 14, 1890, providing for the issue of additional 
legal-tender Government notes for the purchase of silver bullion, the 
usual effects of a government paper currency were not long in showing 
themselves. Gold was largely expelled from circulation; doubt and 
distrust seized the markets, and the great loss inflicted upon the 
exchanges and upon the earnings of capital and labor foreshadowed in 
some slight degree the disaster which would have ensued with the actual 
suspension of the redemption of Government notes in gold. 

Among the reasons that may be given against the issuance of Gov- 
ernment demand notes to circulate as money are the following: 

1. The original issue of such notes is always due to an empty or 
embarrassed national treasury. As a necessary consequence, the notes 
always depreciate in value, driving coin out of use and becoming them- 
selves the everyday standard of value. This results in a seriously 
fluctuating standard,* demoralizing to all legitimate business and serv- 
ing only the speculative and gambling elements, who find their profits 
in rapid fluctuations in prices. 

2. The falling away from the coin standard may be only temporary. 
In that case the period of depreciation works a hardship on creditors, 
while the period of return to the coin standard works a hardship on 
those who have gone into debt during the existence of the paper 
standard. 

3. The gathering of a redemption fund in coin for the purpose of 
bringing the paper up to the coin standard must be through increased 
taxation or through the issuance of interest bearing time obligations. 
This fact, together with the fact above referred to that the process of 
return to the specie basis works a hardship on debtors, always makes 
such return s^low and difficult. In the nature of the case the condi- 
tion of demorHlization tends to peri)etuate itself. 

4. It is exceedingly difficult to hold Government currency up to the 
coin standard for any length of time, even alter it has been brought 

* For the variatious in the vjilne of the gretuback before 1879, see Table 7 in the 
Appendix. 

B & 7 
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back to that standard. The maintenance of the necessary coin reserye 
is expensive. Its maintenance, too, depends in this country largely 
upon the views of the Executive and is always subject to the fortunes 
of revenue receipts. And in the case of our Government demand notes 
^^ redemption does not redeem." The notes are continually reissued. 
Moreover, the Government reserve commands few of the gains and is 
subject to all the losses of the ebb and flow of coin and bullion in inter- 
national trade. So long as the Government has out notes receivable 
for customs and other public dues no one is bound to pay gold to the 
Treasury; so the flow of gold into the country to settle trade balances 
does not necessarily help the Treasury reserve. But whenever an 
adverse balance of trade requires the exportation of gold, the Govern- 
ment note becomes the efficient instrument for depleting the reserve. 

5. The issuance of Government demand notes is continually liable to 
abuse. The first issue is always deprecated, even by its advocates, 
their only justification for it being its apparent necessity. Promise is 
always made, too, that the first issue will be the only one. Our first 
issue of $150,000,000 of ^^egal tenders" in 1862 was thus justified, and 
the promise was made that this limit would not be exceeded;, but a 
second issue to the same amount soon followed, and this was ere long 
followed by a third; and now there are those who advocate a new 
issue of $150,000,000. Disaster in such a case seems to necessitate 
further issues, while, on the other hand, temporary success is used to 
justify them. 

The burden of maintaining the parity of all our paper currency with 
gold coin should rest upon the banks of the country, whose facilities 
are natural, whose resources comprise in liquid form practically all the 
products of American labor, and whose relation to the public will com- 
pel them to maintain the parity of any notes they may issue with the 
standard of the country or go into bankruptcy. 

The result would be that commerce and business of every kind would 
not be subjected to constant and serious shocks, as they are to-day, 
whenever there is either a fear that the Government may be unable to 
maintain the parity or a suspicion that the party in power, for political 
reasons, will not do so. 

But even if Government paper currency were not open to the above 
objections, even if it could be made absolutely safe, the issuance of Gov- 
ernment demand notes would not be the wise way of securing the 
necessary paper currency of the country. Among the reasons for this 
conclusion, two readily present themselves. 

In the first place, the Government can not regulate the volume of its 
notes to meet properly the requirements of the country's business. The 
officers of the Government, chosen for political and not for business 
reasons, having functions that are civil and not commercial, can not 
know how much currency is needed. Moreover, the currency needs of 
the country vary greatly with the seasons and the localities, with the 
volume of business and the habits of people. A fixed amount is neces- 
sarily a wrong amount. 

In the second place, the Government lacks the facilities for distribut- 
ing its notes where they are needed for business purposes. It pays out 
money only for materials or for services. In other words, the needs of 
the Government and not the needs of business determine the time, 
place, and amount of its outlay. 

As has been well said — 

The Government bank has no depositors, and can not get its notes into circnlation 
through depositors as business needs them. It has no automatic method of getting 
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information as to how much money is needed by trade, and eonld not act upon it if 
it had. The Seoreta^ of the Treasury, ostensible manager of the bank, has his 
hands tied. The Goyemment currency once out, stays out. It drifts away from the 
towns of the West and South to the great cities of the East, and stays there to breed 
speculation from unnatural plenty, vrnile the farmers and traders of the prairies and 
cotton fields are suffering from contraction. — (W. C. Com well.) 

The GovemmeDt, not oeing in trade, being neither buyer nor seller, producing 
and owning none of the properties which enter into trade, and having no property 
or resources whatever except such as it takes from its citizens through taxation for 
its expenses of administration of whatever character, has no natural relation to the 
creation of a credit currency except to provide proper and effective legal remedies 
to safeguard it, and is not the proper party to issue it. Such an act is wholly for- 
eign to its political functions, of which commercial operations are no part in theory 
or fact. (tJacob L. Greene.) 

A DiNGBROXTS AND EXPENSIVE METHOD OP BORROWING. 

It has thas been shown that the Goyernment was not designed, nor 
is it in its natare Utted, to issae the paper carrency of the country. It 
is now in order to show that the issue of demand notes by the Goyern- 
ment is not a pradent or an eoonomical method of borrowing.. 

In the first place, it is dangerous. The Goyemment is a great cor- 
poration. Like those of any other body, its business operations are 
subject to the inexorable laws of trade. Its note is no more money 
than the note of any other responsible party. It is a promise to pay 
on demand. To keep the note good the promise must be kept. Being 
receiyable for public dues, many of its notes are redeemed in that way. 
So long as the commercial skies are clear and public credit is good few of 
the notes will be presented for redemption in coin. As will be seen by 
Table 1 in the appendix to this report, the coin redemption of United 
States notes prior to 1892 was comparatiyely small. Eyen the gold 
required for export was furnished almost entirely by the banks. But 
from 1892 to 1897 the coin redemptions of the United States notes and 
Treasury notes were enormous. They exceeded eyen the great demand 
for gold for export, thus reyealing the fact that the demands for 
redemption by our own people were yery great. This enormous flood 
of demand almost swept away the fabric of our credit, both public and 
priyate, and was oyercome only by the most herculean efforts. Although 
our skies are again clear, prudence dictates that we recognize that this 
danger is inherent in the yery nature of Government demand obliga- 
tions, and duty to the public requires that Congress take steps to 
prevent a recurrence of this danger to the Government and its citizens. 

!No prudent business man allows himself to issue a demand obliga- 
tion unless he has on hand property which is immediately convertible 
into cash. And even then he will ordinarily prefer to pay a reason- 
able sum in the way of interest for the privilege of himself fixing the 
time for the payment of the principal. He knows that with demand 
obligations out he is liable to be called upon for payment at the very 
time when he is least able to make it, and that thereby he may either 
be driven into insolvency or be required to make such sacrifices of 
property as would far more than counterbalance any saving in interest. 

In the second place, as the Government has found, the issue by it of 
demand notes, nominally noninterest bearing, is a very expensive form 
of loan. What are some of the items of this expense? 

1. A small one is the cost of the paper, printing, bookkeeping, and 
handling the notes, which is about $1,000,000 a year. 

2. A reserve for their redemption must be maintained. The cost 
of carrying this sum each year amounts to nearly one-half of the 
interest saved on the notes. 
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3. From first to last, interest-bearing bonds amounting to $11,000,000 
more than the face of the notes have been sold for the parpose of 
secnring and maintaining the fand needed to keep these notes at par. 
So that in fact their existence necessitates the payment of anuaal 
interest on a sum greater than their face. 

4. In the nature of the case, sales of bonds to replenish the reserve 
must be made at the very time most disadvantageous to the Govern- 
ment. The demand for redemption is due to a loss of credit by the 
Government. This fact puts it to great loss in the sale of its bonds* 
For example, in the years 1893-1895 it was necessary for the Govern- 
ment to sell bonds to the amount of $262,000,000. They sold for 
$293,400,000. But had the credit of the Government not been impaired, 
had it been such as it was in 1890, for example, they would have sold 
for $335,000,000. Here, then, was a direct loss of over $40,000,000. 

5. The existence of a large mass of demand obligations, which may 
come pouring in for payment at any time, hurts the credit of their 
issuer. To this rule the Government is no exception. The extra 
interest which the United States Government has had to pay for many 
years in consequence of the existence of its demand obligations has 
amounted to more than twice the face of the notes themselves. 

6. Careful estimates show that the cost of the civil war was greater 
by from $600,000,000 to $900,000,000 by reason of their issue than it 
would have been if fought out on a specie basis, the purchasing power 
of the notes varying with their volume and varying even more with 
the varying fortunes of the war and of politics. 

The total expenditures of the four years was $3,352,380,410, of which it is safe to 
say $2,500,000,000 consisted of purchases in the open market, when the greenback 
dollar procured (on the average) only 66 cents worth of property. In other words, we 
obligated ourselves for $2,500,000,000, and got $1,630,000,000 in actual value. The 
difference, $870,000,000, is the unnecessary cost to the taxpayer caused by the use 
of a depreciated currency.* 

These considerations amply warrant the crisp statement made in a 
recent speech by the distinguished Senator from Minnesota, Hon. Knute 
Nelson, when, speaking of the issue of these notes, he said: "Of all 
our war loans, from first to last, it was no doubt the most expensive. 
Its justification was that it filled a gap that could not have been easily 
supplied by a time loan." 

A LOAN BY THE BANKS TO THE GOVERNMENT. 

In dealing with the existing legal-tender notes of the Government, 
your committee have endeavored to adopt a system which would be 
subject to none of the criticism made against the issue of interest- 
bearing bonds or the taxation of the people for the payment of this 
demand debt. While the arguments are strong for the adoption of one 
of these methods of paying back to the creditors of the United States 
the money thus borrowed for the preservation of the Union, the system 
adopted is such as to continue to the Government all the benefits of 
the loan without any of the disadvantages of its character as a demand 
obligation. The proposed bill places upon the banks the burden of 
providing for the current redemption of the greenbacks. 

* Horace White. A full statement of the question^ carefully itemized, is given by 
W. C. Mitchell, in an article entitled "Greenbacks and the cost of the civil war, 
published in the Journal of Political Economy, University of Chicago, for March, 
1897. And in the same journal for March, 1898, Mr. Mitchell has a very valuable 
article on *'The value of the greenback in the civil war,'' in which he aoconnts for 
ita variations in value. 
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The form of the proposition submitted by your committee makes that 
portion of the demand debt which is not now covered by gold in the 
Treasury a loan by the banks to the Government. This loan is made 
without interest and without any compensation to the banks except 
what is afforded them in getting their franchise as national banks and 
thus securing the power to issue a banking currency, which is granted 
in other sections of the bill. There is no other profit or return to the 
banks in thus caiTying the naiion's debt, except a small remission of 
the new franchise tax. 

This policy is not without precedent in that of European govern- 
ments, but the privileges granted by those governments are enor- 
mously greater, because they are granted to a single bank having a 
monopoly of all the u ote issues of the country. The Bank of France, 
for instance, makes to the Government a loan without interest, which 
Las just been increased to 180,000,000 francs, or about $35,000,000; but 
thi> loan is substantially oflset by the deposits of the treasury with the 
bank, which amounted on January 7, 1898, to 212,268,560 francs, or 
32,000,000 francs in excess of the entire sum advanced to the Govern- 
ment. The Government of Austria -Hungary has an advance from the 
Austro-Hungariau Bank amounting to about 75,000,000 florins,, or 
$30,000,000 ; but this is in process of annual reduction by the amount 
of the profits of the bank, charged as a Government tax, but actually 
employed for the reduction of the loan. These are illustrations of sev- 
<?ral similar cases, but they serve to show that no country imposes so 
heavy a burden upon its banks as this bill provides, unless under the 
3)ressure of dire necessity, as in the cases of the Governments of Spain, 
Portugal, and Italy. 

The banks are required to redeem this debt of the Government 
now assumed by them upon precisely the same terms as the current 
redemption of their own notes while they are conducting a solvent 
banking business. It is only when, by the refusal to pay such notes, 
they become insolvent, that the Government recognizes again its demand 
<lebt and reassumes it for the complete protection of the holder of the 
note and for the benefit of the creditors of the bank by leaving the 
remaining assets unimpaired for the settlement of their just claims. 
The form of note thus assumed by the bank with the final redemption 
guaranteed by the Government combines the strongest of all resources 
for its ultimate payment. The note which it is proposed to issue under 
this bill in lieu of the Government notes is called the national reserve 
note, a designation which may be taken to imply at once that it has 
behind it not only the banking resources of the issuing bank, but the 
reserve strength of the National Government, and also that it is 
peculiarly available for money reserves of all kinds. It is, moreover, a 
legal-tender note, whose parity with gold is assured so long as the banks 
maintain the [)arity of their own uotes, and for whose parity the Gov- 
ernment is also responsible, if it is conceivable that the Government 
should maintain specie payments while the banks were unable to do so. 

NO CONTRACTION OF THE CURRENCY. 

While the bill thus greatly lightens the burden of the Treasury under 
any conceivable conditions, there will not be any contraction of the exist- 
ing circulation. The gold now kept in the gold reserve of the Treasury 
might be paid out in the redemption and cancellation of legal-tender 
notes, but this operation would simply substitute gold for paper in the 
wculatiou, and would not in any degree diminish the legal-tender 
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money in the hands of the people. A legal-tender note, nnder the bill 
proposed by your committee, might cease to be a menace to the Treasury 
either by exchange for gold and final cancellation, by the assumption 
of its current redemption by the banks, or by the enhanced value which 
it would obtain from the fact that quantity was diminished; but the 
legal-tender currency in the hands of the people would not be reduced 
by either of these operations. 

Your committee believe that the system of dealing with the Govern- 
ment notes provided in this bill removes every possible objection which 
has heretofore been made to relieving the Treasury of their redemption, 
except such objections as may be based upon the desire that the Gov- 
ernment shall issue an unlimited volume of forced legal-tender paper 
which is not redeemable in coin or capable of being maintained at any 
fixed value. 

THE BANKS COMPELLED TO PROVIDE GOLD. 

The purpose and effect oithe proposed bill is to throwupon thenational 
banks the entire burden of finding gold for the notes of the country. 
There is no doubt of their ability to do this. Even if at any time the 
banks should all suspend specie payment, the result would not be so 
disastrous as would even the threat of such a thing as sx>ecie suspen- 
sion by the Government under existing arrangements. In the first place, 
the failure of any bank or set of banks to pay their obligations would 
not involve the standard; and in the second place, the consequent 
depreciation of the notes would not be so great nor would the term of 
suspension be so long as in the case of Government suspension. 

But there is no doubt of the ability of the banks to maintain specie 
payments. In the first place, they now hold in their vaults a vast 
quantity of gold — $240,000,000 in round numbers — much more than is 
required by the provisions of the bill. In the second place, whenever 
greenbacks are presented for redemption the gold proceeds will soon go 
to the bank vaults for safekeeping. In the third place, the bulk of the 
vast gold product of the country will naturally, for the same reason, find 
its way to the banks as the place of deposit. In the fourth place, the 
banks can, through interest rates in seaboard cities, in large measure, 
regulate the flow of gold in international trade, providing for all legiti- 
mate export demands, but so protecting our reserves as to maintain our 
national credit. England and France and Germany are without gold 
mines, yet they have no lack of gold. And in the fifth place, if necessary, 
the banks can borrow gold. Thus the banks have every resource that 
the Government has, and through their business relations possess the 
means of protecting themselves and the business world that the 
Government has not. 

The system proposed by your committee provides at the same time 
an adequate method of obtaining from the banks gold legitimately 
needed for export without exposing the country or the United States 
Treasury to the alarm and convulsions which have attended gold 
exports during the last five years. The banks are required by the bill 
to maintain the 5 per cent current redemption fund in gold. Redemp- 
tion agencies are authorized to be established at the various subtreas- 
uries and at other places, and such an agency would undoubtedly be 
established by the Comptrollers of the Currency at Few York. 

The actual process of obtaining gold for export would be that any 
strong bank patronized by exporters would turn over the gold from its 
own vaults or from its reserves in the New York clearing house. It 
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is impossible to evade this obligation. In case of an effort to evade it 
the process would be that a bank would deliver its own notes to a 
depositor, making a draft upon his account. He would be under no obli- 
gation to accept them, but if he did accept them, he could at once present 
them for redemption in gold or in reserve notes. The bank, still wish- 
ing to evade the payment of gold, might then tender him reserve notes 
issued either by itself or by other banks. But these reserve notes 
would be redeemable out of the gold-redemption fund maintained by 
the banks, and it would only require their presentation at the subtreas- 
ury to secure their redemption from this fund. 

The banks whose reserve notes were thus presented would then be 
called upon by the Comptroller to make good the deficiency in their 
coin in the redemption fund and the burden of obtaining the gold would 
fall directly upon them. This being the case, it would be immaterial 
to the people of the United States whether one bank by paying its own 
notes or reserve notes shifted the burden of maintaining the redemp- 
tion fund upon another bank. The banks in any case would bear the 
whole burden and would be compelled to so adjust their loans as to 
secure favorable exchanges, prevent the undue export of gold, and 
maintain the credit of the business community and of the Government. 

THE ORIGIN OP MONEY. 

All trade is essentially barter — the exchange of goods for goods. In 
primitive society this exchange was direct, each person parting with 
that of which he had a surplus and taking in return that of which he 
had need. But this direct exchange presupposed the meeting of two 
persons each of whom had a surplus of just what the other wanted in 
kind and quantity. This double coincidence was not always easy to 
find; so difficult, in fact, as to discourage all effort at exchange, or to 
make the search for it extremely wasteful of time and energy. 

By and by men observed that there was some article that was in such 
general demand that in exchange for it one could, at any time, get any 
other thing that he might desire. This object of general desire gradu- 
ally became the medium through which exchanges were effected. A 
person having a surplus of anything, even if he had no unsui)plied want, 
would take this medium of exchange, knowing that for it he could at 
any time supply his wants. 

The invention of this medium of exchange was a great step onward. 
It economized the time and energy of the people to such an extent that 
it enabled them with the same effort to produce many more goods, made 
it easier to supply their wants, and thus materially bettered the condi- 
tion of all. And from that day to this every economy in methods of 
exchange (like economies in manufacture) has more and more placed 
the good things of earth within the reach of the mass of the people, 
and thus elevated the standard of living. 

The things exchanged possessed value. The common medium of 
exchange came to be the thing with whose value the value of every 
other commodity was compared; that is, it became the standard of 
value. In other words, the same commodity served both as the stand- 
ard of value and as the medium of exchange or currency. 

In the various stages of social advancement different commodities, 
each suited to the times, were used as money. Thus, in the hunting 
stage, skins of animals were so used; in the pastoral stage, cattle; in 
the agricultural stage, corn, tobacco, and tea. Later came the use of 
metals^ iron and copper, silver and gold. In each stage of advancement 
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progress was made by discarding the less convenient and desirable form 
of money for that which better served the purpose. Gradually, too, 
progress was made in the methods of using money. When first used as 
money the metals passed by weight. (As a memento of that time we 
have the word expend, which means literally to weigh out.) Later, for 
the purpose of saving the trouble of weighing, and to remove the risk of 
fraud through the misuse of alloys, coining was invented. 

SOME FUNDAMENTAL PRINCIPLES. 

The purpose of your committee in reciting the foregoing is simply 
to illustrate a few principles important to be borne in mind in this 
connection. 

1. There is a marked distinction between the use of money as a stand- 
ard and its use as a medium of exchange or currency. In the former 
case it is used to compare or measure values; in the second it is used to 
transfer ilieni. There is the same distinction to be made in these two 
nses of money that there is between the use of the scales for weighing a 
ton of coal and the use of the wagon in which the coal is delivered to a 
customer. Or, to use another illustration, and in some respects a better 
one, there isthe same distinction between the use of money as a standard 
of value and its use as a medium of exchange that there is in the use of a 
bushel basket to measure grain and the use of that basket to carry the 
grain to the manger. Here the same thing may be used for either pur- 
pose. So it was originally with money. But we have learned that while 
there can be only one standard of size for abushel we may carry bushels 
of grain in baskets or in sacks or wagon boxes. So it is with money. 
While in the nature of things there can be only one standard of value, 
the forms of money as a medium of exchange are many, including gold, 
silver, nickel, copper, and paper. 

2. A farmer would not think of keeping on hand as many standard 
bushel measures as he had bushels of grain to measure. He needs only 
enough to serve as an occasional test of correctness. And then for 
ordinary purposes he will suit his convenience by using sacks or other 
things. So with money. A nation would find it wasteful to have on 
hand a sufficient amount of standard money to effect all of its exchanges. 
It finds it more economical to keep on hand enough of the standards of 
value to afford from time to time the proper tests of the instruments 
of exchange, and then suit its convenience in the forms of its currency. 

3. Governments adopt, they do not originate, standards. As has 
been seen by the brief sketch of the origin of money, its form was a mat- 
ter of selection by those having exchanges to make, that this selection 
varied with the circumstances, and that the idea of a standard came 
from custom without any edict of the governing power. So it has 
always been; so it will always be. The edict of the government fol- 
lows, it does not precede, the common individual judgment. When it 
fails to do so its decrees are futile. 

4. The purpose of coinage is simply to make safe and convenient 
what would otherwise be unsafe and inconvenient. Coinage is not 
necessarily and probably was not originally a function of govcrnmentb 
The word dollar is itself a memento of coinage by private individuals. 
The first thalers or dollars were made.at a i^rivate mint in Joachims- 
thal, in Bohemia, in 1581. In those troublous times princes and kings 
were playing fast and loose with their coinage, were putting into the 
coins less than the weight of metal certified by the stamp, and compelling 
people by legal-tender edicts to accept them as of full weight. The great 
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merit of the Joachimsthal mint was that tlie pieces or coins made by it 
were of uniform goodness. Thus they attained great i)opularity and 
wide use, and the thaler came to be known and prized all over Europe, 
In the early days of California, when it was more inaccessible than the 
uttermost part of the earth is now, private coinage was general. Indi- 
viduals and companies refined gold and ran it into pieces of uniform 
size, stamping on each piece its weight, the pieces thus made being 
voluntarily and freely used as money. That is the essence of coin- 
ing. Putting the metal into the form of disks or bars neither adds to 
nor subtracts from its value; it only adds to the convenience of using 
the metal. The only reason why, by common consent and then by con- 
stitutional and legal provision, we have the Government do the coin- 
ing and forbid anyone making coins resembling those made by the 
Government, is to guarantee uniformity of goodness, thereby facilita- 
ting trade. The fact that the Government certifies the weight and fine- 
ness of the meial contained in the disk does not add anything to its 
value, except as putting the metal into pieces of convenient size and 
shape renders it easier and safer to use, and it thereby passes more 
promptly from hand to hand. Even those who know nothing of metal- 
lurgy or assaying feel safe in accepting the metal whose weight is 
certified by one known and trusted by all. 

5. Every proper and safe method of facilitating exchanges, every 
improvement made, is in the interest of all, contributes to the public 
welfare. 

ORIGIN AND PURPOSE OF BANKS. 

It is risky to keep money in one's house; the money may be stolen. 
It is also risky to carry money around; it may get lost. For each per- 
son to build a strong room for the safe-keeping of his money would be 
too expensive. But by cooperation many may do cheaply what each 
alone would find a burden. So a number of traders united in erecting 
a building with a strong room in it. This they put in charge of one or 
more trusty men, and to it each evening they brought the receipts of 
the day. Such was undoubtedly the origin of banks. They were at 
first simply places for the deposit of money for safe-keeping. 

After a while some bright merchant discovered that he need not go 
to the bank to get the money that he might desire to pay out. He could 
save time and trouble by giving the payee an order (or check) on the 
bank for the money. With this check the payee could get the money 
at the bank. Or, if he did not need the money for immediate use, he 
could deposit the check at the bank and get the amount transferred 
from the merchant's credit to his own, thus acquiring the right to order 
the payment of money to some other person or persons; or he could 
transfer the check itself to someone else Ayith whom he had dealings. 
In any of these cases the check served the puri)ose of money; and inas- 
much as it saved the time of counting and the trouble and risk of hand- 
ling the actual money, the check became and still remains not only 
a great convenience but also a great economizer. 

In course of time it was observed that only a part of those who received 
checks demanded the money on them, and that, therefoie, by keeping on 
hand a quarter or less of the money deposited all the checks could be 
promptly paid on presentation. The managers of the bank therefore 
authorized the man in charge of the bank, in whose honesty and good 
judgment they had confidence, to lend out to responsible persons a part 
of the deposits. Thus arose banks of loan and discount. 

Some of those who wished to borrow did not care to carry coin 
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about, bat were going among strangers who might not be willing 
to take their checks. Such persons the bank could accommodate by 
giving them the promises of the bank to pay the money on demand. 
The bank being widely known and largely trusted, its promises (or 
bank notes) passed readily from hand to hand, performing admirably, 
by the free choice of those interested, all the work of money as a 
medium of exchange. Thus arose banks of issue. 

It is vitally important at this point that it be remembered that a 
large fraction of all deposits are not deposits of money. In this fact 
lies the most valuable of all the many services rendered to the public 
by banks. Kot only does a bank gather up the scattered sums of money 
in the community, furnishing their owners with a safe place of deposit, 
and securing to the community the use of money that would otherwise 
lie idle, but under a proper banking system the bank can monetize every 
product of hand and brain, facilitating and cheapening both production 
and exchange, and thus bettering the condition of every honest, industri- 
ous, and prudent man in the community. Suppose, for example, that 
a manufacturer of wagons has used up his capital erecting his factory 
and buying materials. He needs money to employ men to make the 
wagons. He goes to the bank; the cashier knows him to be honest and 
capable; knows that he wants the money to produce something of use 
to the community, something which the people will need and buy; sees 
that he has the plant and material; the banker lends him the money, 
thus giving him the means of making the product, furnishing useful 
em ploy ment to perhaps hundreds of people. The manufacturer deposits 
his note, getting in return a credit on the books of the bank, against 
which he can check for the payment of his men, the shipment of his 
goods, etc. As pay for the goods begins to come in he deposits the 
checks, drafts, or money that he receives. In this way he accumulates 
means to pay his note when it becomes due. The original deposit was 
his note — not money, but the representative of his raw material to be 
wrought by the skill of himself and his men into articles of use for the 
community. On the basis of property owned and skill possessed, the 
manufacturer secured the funds with which to work the transformation. 
This monetizing of products, this vitalizing of energy, is the preeminent 
service rendered by the bank. 

BANK CHECKS AND BANK NOTES. 

Bank checks and drafts and bank notes constitute by far the most 
important part of our currency. On January 1, 1898, the total volume 
of our circulation was as follows: 

Gold coin and certificates $584,126,049 

Silver coin and certificates 503,906,973 

Government demand notes 409,239,863 

Total Government currency 1,497,272,885 

National-banknotes 223,827,755 

Deposits subject to check * 3,210,705,758 

Total bank currency 3,434,563,513 

The volume of bank currency, therefore, was more than double that 
of the non bank currency. Moreover, it did a vastly larger proportion 
of the actual work of commerce. Careful investigations have been made 

— — — — — ^^^ ■ ' — ■ ■ 11 ■■■■■! 11 ■■■ — — ^.l- — ■ II I — ■ I — — ■ - ■ . ^ 

*In national, state, and private banks. But this does not Include deposits in sav- 
ings banks, or any other deposits not subject to checks. 
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from time to time by the Comptroller of the Currency to determine the 
actual usefulness as currency of our various forms of money. The last 
investigation was made on July 1, 1896, It showed that of every $100 
of business transacted through the banks the different forms of money 
were used in the following proportions : Gold, 60 cents ; silver, 50 cents ; 
greenbacks, silver certificates. Treasury notes, and national-bank notes, 
$6.30 ; bank checks, drafts, etc., $92.50. And the clearing-house returns 
of the country show that the bank checks and drafts constitute a cur- 
rency which performs transactions in the exchange of property amount- 
ing to over $50,000,000,000 a year. And a great many checks, estimated 
at $20,000,000,000, are used as currency each year, which do not go 
through the clearing houses. 

It is very important* to note in this connection that a bank check and 
a bank note are practically the same thing. Both are obligations of 
the bank payable on demand, and both, without being legal tender, 
perform admirably the work of money as a medium of exchange. But, 
notwithstanding this identity, there is a great difference in the amount 
of service rendered, that of the check and draft being scorq^ of times 
that of the note. This is partly due to the superior safety of payment 
by check or draft by reason of their being collectible only by the person 
named as payee and upon his indorsement, which indorsement becomes 
a receipt. But another element which reduces the serviceableness of 
the bank note is the legal limitations put upon its issue. 

No one would object to a bank's receiving a deposit of $100,000, pay- 
able on demand by means of checks. Why, then, should anyone object 
to the bank's giving to the depositor, instead of a check book, its prom- 
ises to pay the bearer on demand, if these bank notes will better serve 
the legitimate purposes of the depositors? For it should be under- 
stood that they may better serve him. Which of these two forms of 
the bank's demand obligation will best serve in a given case or com- 
munity depends on the location of the place where the given business 
is to be transacted, the habits of the community, and the relations of 
the parties. Every person who accepts a check does so by reason of 
his faith in the person from whom he accepts it. This implies a knowl- 
edge of the character and standing of that person. But many times 
we must deal with strangers. In dealing with them we must use some 
form of currency whose value does not depend on anything personal to 
them or to us. In that case the bank note is much more serviceable 
than the check. Again the habits of the community have much to do 
with the relative serviceableness of the check and the note. In old, 
thickly settled communities, where banks have long existed and where 
the people have acquired the habit of making deposits and paying by 
checks, the use of checks will cover all large payments and will even 
be the medium used in more than half of the retail transactions. But 
in the new and sparsely settled parts of the country, where banks are 
fewer and less accessible, and where the people have not become 
habituated to deposits and checks, the bank note will be found the 
more serviceable form of using the bank credit. It seems reasonable^ 
therefore, that the law governing the operations of banks should be of 
such character as will make it practicable for banks in all sections of 
the country to provide the form of currency which will enable them to 
best serve the communities in which they are located. As Professor 
Charles F. Dunbar well says: 

It is of great oonseqaence that the medinm nsed should be made np of the kinds 
most convenient for the use of the commanity, and divided between those kinds in 
the proportions most convenient. Tliis qaeation of proportion is one which no com- 
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bination of coaDselors, public or private, can determine. » * * Left to itself, 
the country settles this problem of proportion in a natnral way — by the demand 
which each individual using a credit currency of any kind will make for notes or (or 
a deposit account, as his special conditions may require. But in order that this 
natural process should go on easily and without inconvenience to the community, it 
is requisite that the banks or bankers with whom individuals deal when obtaining 
loans or receiving payments should have the ability to respond to demand in eitlier 
form; in other words, that the creditor of the bank or banker should be able to 
receive the evidence of his claim in the one form if he expects to use it in large 
operations or in a closely settled community, or in the other if in small operations 
or where hand-to-hand dealings are the rule, and that the lender should find his 
profit equally in responding to either demand. It is only by being allowed to take 
one or the other form, as occasion requires, that a given mass of bank credit can 
perform its functions with the maximum of public advantage. 

WHY THERE ARE LIMITATIONS ON BANKNOTE ISSUES. 

This brings us to the question, Why should there be any limitations 
on the power of a bank to issue that particular form of obligation 
expressed by a bank note! The law puts no limit on the amount for 
which a bank may become liable through demand by check; nor does 
the law attempt to limit the right of any individual to make such num- 
ber and amount of notes as he chooses and pass them to any person will- 
ing to receive them; nor does it hinit the right of a number of i>er- 
sons to unite in making such number of notes as they choose and using 
them in the purchase of whatvsoever they desire from persons willing to 
accept them. Why, then, should the public, through law, interfere 
with the freedom of banks to issue such number of notes as they may 
deem desirable! The chief purpose is not to protect the holder from 
loss, because he accepts the bank note voluntarily, the notes not being 
legal tender, and he could have his recourse through the courts in case 
of default, the same as against the maker of any other note that he 
might accept. Indeed, until well along in this century the issuing of 
notes was regarded as inherent in the nature of a bank. The reason 
for the limitation and regulation of bank-note issues was well expressed 
by former Secretary of the Treasury Charles S. Fairchild, in his state- 
ments before the Committee on Banking and Currency last January 
(Hearings, p. 92), as follows : 

I conceive that the way Government gets its right to interfere as to these demand 
obligations is this: They were found to be a most nsefnl instrument in transferring 
property and services from man to man. To attain their highest usefulness^ how- 
ever, it was necessary that they should have great rapidity of movement, and in 
order to attain that rapidity of movement the receiver of tbera must be saved the 
necessity of lookiug to the credit of the issuing party, whoever he might be. 

Therefore Government properly came in and devised a system by which they shall 
be issued and then certifies that they sire issued under that system. So that a man 
who takes a note, if he knows how good the system is, can know how good the note 
is, and he does not have to stop to Took further. He has to know one large thing 
instead of a vast number of smaller things. 

Now, that is the same service exactly that the Government performs when it coins 
pieces of bullion. In the case of silver another service is performed, because with the 
silver dollars the Government has put a certain degree of promise behind them; but 
take a piece of gold — and it would be the same way with silver if we had the free 
coinage of silver with no Government credit behind it — and what the Government 
does in that instance is simply to take the piece of bullion from the owner of it and 

?ut it in a certain form and certify that it is such a quantity and of snch a quality, 
'he Government does not contribute any capital; it does not put anything into the 
bullion transaction ; it does not confer much benefit upon the owner of the bullion, 
because he could put the weight and the quality on it if the Government did not do 
that, but it does confer a very great benefit upon the people who want to use that 
bullion for the transfer of their property and services, in that it saves them the 
trouble of assaying and weighing. 

The Government does the same thing with a bank note. It does not put any capi« 
tal into it. It does not give it any credit, excejit that it provides a system and certi- 
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fies that it is issued under that system. The Government performs a great service in 
that way, of course, to the people who want to use bank notes, and in both cases it 
performs a great service to the whole community in that it diminishes the amount 
of bullion and the number of bank notes necessary to carry on the transactions of the 
community, because it gives them both greater rapidity of movement and causes 
less of them to be required for the same volume of transactions. 

If that is a true statement of the Government's functious in regard to bank notes, 
it has always seemed to me we should approach the subject with the fact in view 
that the duty of Government is not to repress these things, but to go on in the 
direction of the principle, the philosophy, which has given it its right to interfere 
at all, and simply provide for the greatest facility of movement, that being depend- 
ent on the goodness of the system that it devised, and, having done that, leave the 
people to take care of themselves. 

MERITS OF OUR P^IESENT BANK-NOTE SYSTEM. 

In considering a proposal to change our system of batik note issues, 
it is proper that we candidly examine the system that we have, recognize 
its merits and preserve them, discover its faults and correct them. 

Under our present system, bank notes can be issued only by banks 
operating under authority granted by the United States, and wliich 
are therefore called '^ national banks." The issue of bank notes by 
other banking institutions is not forbidden by law ; but the United 
States levies a tax at the rate of 10 per cent per annum on all bank- 
note issues other than those of national banks, the ettect of which tax 
is to prohibit all other bank-note issues. A national bank may be 
organized in any part of the United States by any number of persons, 
not less than five. The minimum capital required is $100,000 actually 
paid in, except that in places of less than 6,000 inhabitants national 
banks may be established with a capital of $50,000. The persons 
desiring to establish a national bank must satisfy the Comptroller of 
the Currency that they are proper persons to be intrusted with this 
authority, that their financial standing will warrant him in granting it, 
and that the capital is all paid in. 

As an antecedent condition to the transaction of business, a national 
banking association is required to buy in the market United States 
bonds to an amount the face value of which shall not be less than 25 
per cent of the capital of the bank, but not exceeding $50,000. The 
entire capital may be invested in these bonds. Upon depositing these 
bonds with the United States Treasurer at Washington an amount of 
notes bearing the promise of the bank to pay the specified sum on 
demand may be issued to it equal to 90 per cent of the par value of the 
bonds so deposited, and not exceeding 90 per cent of the capital of the 
bank. Upon being signed by the proper officers of the bank, these 
notes may be used as currency. These notes are not a legal tender in 
payment of debt, except to national banks, all of which are bound to 
accept them at par; and they are receivable in payment of dues to and 
from the United States, except duties on imports and interest on the 
public debt. They are redeemable in lawful money at the United 
States Treasury, each national bank being required to keep in the hands 
of the United States Treasurer for this purpose a fund in lawful money 
equal to 5 per cent of its circulation. 

The present system had its origin during the civil war, the prime 
object of the Government being to make a market for its bonds. 
Though the system thus had its origin, not in the demands of trade, but 
in the exigencies of tbe Government, it has in some respects served the 
purposes of trade excellently. In the first place, the notes issued under 
this system are safe. No one has ever lost a dollar through having in 
his possession a national bank note. They are good, whether the bank 
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by which they were issued and whose promise they bear remains solvent 
or not. Moreover, they are equally good all over the country. A note 
issued from a bank in Maine is good in California. Before the war 
bank notes were issued under State regulation. As might be expected, 
the regulations varied, those of some States being wise and those of 
other States being very unwise. As a consequence, some of the notes 
were perfectly good and others were almost or q uite worthless. And even 
those that were good locally, where the methods and standing of the 
issuing bank were known, were rarely good outside of the State or sec- 
tion where they were issued. The present system has demonstrated 
that it is possible, without granting a monopoly of the note-issuing 
power to one bank, to have bank notes which are absolately safe from 
loss to their holders through any mismanagement of the bank, and 
uniformly good all over the country. And the people of the United 
States would not and should not approve of any system which would 
fall short of the present standard in these respects. 

DEMERITS OP OUB PRESENT BANK-NOTE SYSTEM. 

But the system of bond-based bank-note issues is by its very nature 
open to serious objections. 

The vital thing to remember in considering this subject is that cur- 
rency is simply an instrument of trade, a means of effecting exchanges; 
that it has no other use or purpose, and that therefore its volume should 
depend upon and be responsive to the demands of trade. But in this 
vital matter a system of bond-based bank-notes signally fails. 

In the first place, the volume of notes under this system is largely 
determined by the state of the Government's credit. The issue of notes 
is conditioned upon the prior purchase of Oovernment bonds. If, then, 
the credit of Government be low, the bonds bear a high rate of inter- 
est and yet can be bought for a small price. Under such circumstances 
it will be profitable to buy the bonds and issue notes upon them. But 
as the credit of the Government improves the bonds bring a higher 
price and pay a lower rate of interest. Then it becomes unproflteble 
to invest in the bonds and issue the notes. As proof of the correctness 
of this reasoning, attention is invited to Table 5, in the appendix to this 
report, which shows the volume of national-bank notes in circulation 
each year since the establishment of the system. After the close of 
the war, when the process of paying the bonds or refunding into lower- 
rate bonds (indicative of improved public credit) was well under way, 
the volume of national-bank notes grew steadily smaller, shrinking 
from $339,081,799 in 1873 to $122,928,085 in 1890. 

In the second place, the higher the prevailing commercial rate .ot 
interest the less likely are bond-based notes to be issued. For example, 
suppose that the market price of United States bonds bearing 4 per 
cent interest is 120. In that case, by investing $120,000 a bank can 
buy $100,000 of bonds. On the deposit of these bonds it can get 
$90,000 in circulating notes. But it is required to put up with the 
United States Treasurer a redemption fund equal to 5 x)er cent of its 
circulation. In this case the redemption fund would be $4,500. So 
that instead of having $120,000 to lend the bank would find itself with 
only $85,500 to lend, or $35,500 less than if it had not taken bank-note 
circulation. Now, if the local rate of interest be low, somewhere near 
that paid by the bonds, the bank may find it reasonably profitable to 
take out the circulation. But the higher the local rate the less inclined 
the bank will be to diminish the amount of its loanable funds by invest- 
ment in low-rate bonds. As proof of the correctness of this reasoning 
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attention is invited to Table 6 in the appendix, showing the extent to 
which national banks in different sections of the coantry issue currency 
in the form of bank notes, as computed from data in the report of the 
Comptroller of the Currency for 1897. 

The first group consists of the banks, 132 in number, having an 
^ggregB>t& capital of $17,530,250, in three typical Kew England States. 
The amount of bank-note circulation that could be issued on the mini- 
mum required deposit of bonds was $3,650,625, while the amount of 
circulation actually taken out was $10,036,585. The next group con- 
sists of three Western States — Nebraska, Kansas, and Missouri (out- 
side of St. Louis) — with 264 national banks, having an aggregate capital 
of $25,467,100. The amount of circulation that could be issued on the 
minimum required deposit of bonds was $4,681,597, while the amount 
actually taken out was only $5,518,237. The next group consists of 
six Southern States, with 102 national banks, having an aggregate 
capital of $10,779,000. The amount of circulation that could be issued 
on the minimum required bond deposit was $2,273,400, while the amount 
actually taken out was only $2,568,317. That is, in the New England 
group, where the local rates of interest are low, the amount actually 
taken out was three times the minimum, while in the Western and 
Southern groups, where the local rates of interest are high, the banks 
scarcely exceeded the minimum. 

In other words, to those sections of our country where capital is plen- 
tiful and where the rates of interest are low, our present system gives 
increase to abundance; while to those sections where rates of interest 
are high, showing the need of loanable funds, the system gives little 
relief. In order to secure bank notes for circulation a community must 
invest more capital in bonds than it gets back in the form of bank notes — 
that is, a community is required under our present system to send away 
a part of its loanable capital for investment at a low rate. But this is 
precisely what a community having inadequate loanable capital can 
not afford to do. And if a portion of the loanable capital be sent away 
for this low-rate investment the rate of interest on the remaining funds 
must be raised. 

In the third place, as a corollary of the above, a system of bank-note 
issues based on Government bonds can not be responsive to seasonal 
demands. In the agricultural communities of the West and South the 
demand for currency during the three or four months in which the bulk 
of the crop is being moved is very much greater than it is during the 
rest of the year; and to be of most service the funds must be in the 
form of coin or bills, preferably the latter. These extra funds the banks 
in the vicinity ought to be able to provide through increased issue of 
bank notes based upon the values, promptly realizable, of the crops 
themselves; but to this seasonal demand the local banks are under the 
present system utterly unable to respond. To secure the funds the 
buyers of the products must go to the money centers and borrow. Their 
demand for funds must there meet and compete with other demands 
of the same kind, and the consequence is that they can command the 
necessary funds only by offering a higher rate of interest. This, of 
course, means that so much less can be paid for the products, and in so 
far as the rate is unnecessarily high there is an unnecessary loss to 
the producer, "The means to move the crops should be furnished by 
the crops themselves," and under a proper system of bank-note issues 
they will be so furnished, to the mutual advantage of the producer and 
the banker. 

In the fourth place, as a second corollary of the above, bank-note 
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issues can not under the present system respond promptly to emer- 
fjency demands for note currency. A good illustration of the delay iu 
responding to such demands was furnished in the summer of 1893 : 

The New York banks held on June 1, 1893, a surplus of $21,000,000 in excess of 
their legal reserve. At that time the volume of national-bank notes outstanding 
was about $177,000,000. By the 1st of August extraordinary demands for currency 
had drawn down the reserve to $11,000,000 below the legal minimum, and the out- 
standing notes were only about $5,000,000 more than on June 1. By September 1, 
however, when the reserves were but $1,500,000 below the minimum, when the 
urgency was past and currency was once more comparatively abundant, the notes 
had beji^un to expand and had already reached $199,800,000, subsequently rising to 
$209,300,000 on November 1, notwithstanding the continued decrease in the demand 
for them.^ 

Having been called into existence not by the requirements of trade 
but by the exigencies of the Government, being based on the debt of 
the country instead of its wealth, on what our people collectively owe 
instead of what they individually own, our present system of bank-note 
issue is not a true bank currency, and is therefore unresponsive to the 
demands of trade, coming ^rth when and where there is little demand 
for it and responding slowfy or not at all when and where the need is 
urgent. And the trouble is inherent in the system; it can not be 
remedied except by a change of basis. The one merit of our present 
system, and it is a very great one, is that the notes are good, and uni- 
formly good, all over the country. Can a system be devised whereby 
this essential quality can be retained completely, giving us a currency 
absolutely good from Maine to California, yet ample in quantity to meet 
all the needs of business in every section and at all seasons, at the 
minimum of cost and with a maximum of efficiency? Your committee 
believe that the answer to the foregoing question is yes, and that the 
bill herewith reported embodies the plan whereby that result can be 
reached. 

WHAT IS PROPOSED. 

The wealth of a country should be the basis of its currency. The basis is fur- 
nished by commerce itself. The products of the labor of the people represent all 
there is of financial value (wealth) in a nation. Commercial banks, the friends of 
all classes of people, the longest- lived and soundest institutions known to history, 
are the custodians of the representatives of this wealth in the shape of commercial 
assets, and commercial assets, all time proves, are the highest form of security for 
note circulation. Notes issued by properly capitalized and inspected banks, to the 
extent of a portion of their paid-up capital, and made a first lien upon their assets, 
not specially pledged but held as general security, have behind them the only truly 
scientific basis for circulation in a country like ours, the basis being the product of 
the energy, the muscle, and the brain of our people. Trade consists in the exchange 
of these products. Banks are the natural facilitators of such exchange. They 
hold, in short, bills receivable, the paper representatives of the products them- 
selves. As by the increase of products trade increases, so, scientifically and natur- 
ally, there is produced in an increase of assets a larger basis for note circulation. 
The means to move the crops are furnished by the crops themselves. What better 
basis for bank notes can be created than those. quick assets? Such bank notes, 
under regulations for daily redemption, modestly and automatically retire when 
they are not needed. 

Graft this principle upon the national system. Abolish the oversecurity and the 
tax on circulation. Drop the United States bond special security. Adopt the gen- 
ersil security principle, which is in such successful operation in Canada, making the 
note a first lien on all assets, including double liability of stockholders, limiting its 
issue to a percentage of the capital, with a guaranty fund, and other minor details 
to be arranged. 

These words of Mr. W. 0. Oornwell, of Buffalo, N". Y,, in an address 
delivered in Chicago in 1893, are a prophecy of the spirit, motive, and 

' Eeport of the Monetary Commission. 
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method of the bill herewith reported. The bill proposes to recognize 
the principle that <^the wealth of the country should be the basis of its 
currency," and that the special bond security should be abolished. 

Such a currency, made absolutely safe, based upon and springing 
out of the production of the people, always proving responsive to their 
requirements and adequate to their needs, is truly a currency of the 
people and will serve them better and protect their interests mere 
fully than any other can, provided always that it is kept as good as gold 
in their hands, by current redemption in that metal which is used as 
the standard of value by all the civilized world. 

The purpose of this measure is to give to the cotton and wheat grower, 
the cattle-feeder, and the manufacturer a lower rate of interest wheu 
its full advantages are attained, in every part of the United States, and 
a currency ample for the legitimate requirements of the farm and the 
factory. It applies to our present banking system the principal of credit 
currency, which has been in practice in Scotland for more than two 
hundred years, and been aptly described as follows : 

"It has provided Scotland with an elastic currency adapted to the 
conditions of her industries and adequate in volume to their changing 
needs. It has afforded an opportunity for entering business to thou- 
sands of poor but honest men and enabled them to lay the foundation 
of a comfortable home, and, in many cases, of a fortune." 

"It has convinced the people so conclusively of the value and safety 
of the banking cui^rency system that no serious panic has ever lasted 
beyond a few days or has ever affected any of the banks except those 
which were justly the subject of distrust." (Oonant's History of Modern 
Banks of Issue, p. 155.) 

THE NECESSITY OF CAUTION IN MAKING CHANGES. 

While the principles thus set forth are the fundamental principles 
which should govern the issue of currency, your committee have been 
conscious of the fact that the United States has been long accustomed 
to a different system of currency and that radical and rapid changes 
might induce anxiety and disturbance. We have therefore proceeded 
with an abundant measure of conservatism in proposing to apply these 
principles of currency to existing conditions in the United States. We 
have provided in the bill herewith reported a system which departs 
only by degrees from the existing system, and which at nearly every 
step leaves the field open for the competitive trial of the new system 
along with the old. Such a trial, it is reasonable to believe, would 
result in adherence to that which proves safest and most advantageous 
to the community. 

Wide discretion is given to the Comptrollers of the Currency to 
arrest any undue expansion of bank-note circulation and to refuse to 
admit to the new system banks which do not prove their solvency and 
conservatism. The new system, moreover, is to be substituted only 
over a series of years for the old, and if at any step the substitution 
appears to involve danger either to the national credit or to safe rules 
of banking, it will be in the power of Congress to arrest the change 
before it has attained a dangerous momentum. Your committee, rein- 
forced by the study of the banking history of all nations, so firmly 
believe that the new system will vindicate its soundness and benefits 
to the country that they have so adjusted the provisions of the pro- 
posed bill that the relations of the new to the old during the transition 
period will be essentially a question of the survival of the fittest. 
B & c 8 
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GOOD FEATURES OP PRESENT LAW CONTINUED. 

It is believed that every good feature of our present system is pre- 
served. No change is made except where it is imperatively demanded 
in the public interest. The great merit of our present system is the 
uniform goodness of all the bank notes. "Every note of every bank, 
no matter what the bank, where it is, or what its condition, being 
secured in precisely the same manner and degree, passes current 
everywhere without a thought of discrimination.'' The bill continues 
this plan of having all the bank notes "secured in precisely the same 
manner and degree.'' This necessitates the continuance of the policy 
of restricting the note-issuing power to banks operating under authority 
of the General Government; that is, all bank notes will be issued by 
" national" banks. As now, these banks may be organized in any part 
of the United States by any number of persons not less than five. For 
the benefit, however, of communities of small population, it is provided 
that where the population is less than 3,000 the capital required shall 
be only $26,000. Persons desiring to establish a national bank must, 
as now, satisfy the Comptrollers of the Currency that they possess the 
requisite character and financial standing and that the capital is fully 
paid in. As now, the engraving and printing of the notes will be done 
by the United States Government, the expense being paid by the banks, 
respectively. This will enable the Comptrollers of the Currency to con- 
trol the volume within the limits provided by law. It will at the same 
time preserve the uniformity of appearance of the notes (thus, as now, 
facilitating their currency), and the superior execution and special 
paper will continue to practically prevent counterfeiting. The inspec- 
tion will continue to be by officers of the United States, but new safe- 
guards have been added to render the supervision even more effective 
than it has been. 

On account of their demonstrated safety, the bond-based notes are 
thought well of everywhere. And in some parts of the country, where 
there is a surplus of accumulated capital seeking investment even at a 
low rate, these notes may be issued at a reasonable profit. It seemed 
only right, therefore, as well as prudent, not to put anything in the 
way of the continued use of this class of notes where they are desired, 
until by the payment of our national debt the basis will of necessity 
be removed. And all the conditions of their issue remain the same as 
now, except that notes are issued to the par of the bonds and to the 
full amount of the capital, instead of being limited to 90 per cent as now, 
and the tax on circulation is removed. The 90 per cent limit was imposed 
at a time when the credit of the Government was low and it was deemed 
advisable to provide in this way a margin of safety. As the national 
bonds now bear a premium, and in view of the specific recommendation 
in last annual message of the President, it seemed that the least that 
should be done would be to allow the issue to par. 

THE NEW PLAN FOR BANK-NOTE ISSUES. 

Some, of the arguments in favor of a currency based upon commercial 
assets, flexibly adjusted to the demands of business, have already been 
set forth. The present national bank-note system, under which the 
notes are secured by a deposit of interest-bearing bonds with the United 
States Treasurer, does not, as already pointed out, afford this respon- 
siveness to the demands of business. On the contrary, under the high 
premiums which now have to be paid for the bonds, the remarkable 
phenomenon is presented that as interest rates rise in the money mar- 
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ket, indicating the scarcity of the circulating medium, it becomes less 
profitable to issue national bank circulation and more profitable to loan 
capital directly, without putting it into the form of circulating notes. 
In this respect, as in respect to the accumulation of money in the Treas- 
ury in times of prosperity and large revenues, our present currency sys- 
tem works in the wrong direction, fettering trade when it most needs 
freedom, and flooding the circulation with redundant paper when the 
markets are most sluggish. 

For this reason we believe that the currency should be based upon 
the commercial assets of the banks, and that there should be no specific 
pledged security except a safety fund of such amount as, from the 
experience of our own and other countries, would protect the note-holder 
against any possible loss. Your committee, however, mindful of the 
nufamiliarity of this proposition in the United States within the last 
thirty years, propose that no bank shall issue circulating notes which 
does not have on deposit as many bonds as are now required by law, 
receiving back its notes in the form of the present national-bank note 
to an amount equal to the face of the bonds. It must also deposit an 
amount of greenbacks equal to at least 25 per cent of its capital, in 
return for which it receives an equal amount of national reserve notes. 
It may then secure an amount of notes based on its general assets 
equal to 25 per cent of its capital, provided that bond-based notes have 
first been secured to an equal amount. It must, however, have depos- 
ited with the Government, to be placed in the bank-note guaranty 
fund, a sum in gold coin equal to 5 per cent of these last notes, and 
must have made such arrangements for the current redemption of 
these notes at some clearing-house city, as well as at its own counter, 
as the comptrollers may direct and approve. 

TWO ILLUSTRATIONS. 

How would a ITew England bank probably act? In !N'ew England 
loanable capital is abundant. The people are very conservative, and 
the banks of that section will probably be slow to adopt the new note 
issue. A bank in Ehode Island, for example, will probably deposit 
bonds to an amount approximating its capital, take an amount of 
national-reserve notes not very greatly in excess of the minimum 
requirement, and none of the new notes. After the success of the new 
note has been demonstrated, after its entire safety and great desirability 
have been thoroughly established through some years of experience, 
then the new note will be gradually taken out there as elsewhere. 

How would a Minnesota bank probably act? Minnesota is possessed 
of immense undeveloped resources. Capital invested with reasonable 
prudence yields large returns. Though possessed of much wealth for a 
young State, there are so many openings for profitable investment that 
there is large demand for loanable capital at a good rate of interest. 
A bank in Minnesota, therefore, would probably take at once the maxi- 
mum permitted; that is, it would take out bond based notes to the 
amount of 40 per cent of its capital, reserve notes to the same amount, 
and thereby secure the right to issue the new form of note to the amount 
of 40 per cent of its capital. And each year after four years from the 
passageof this act, it would reduce the amount of its bond-based notes, as 
provided in this bill, so that at the end of eight years from the passage of 
this act the Minnesota bank would be able to use its credit in the form of 
untaxed, bank notes to the extent of 80 per cent of its capital, and with 
the same profit to itself and its customers as it can now use its credit to 
be drawn upon by check. 
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HOW THE NEW NOTES ARE RENDERED ABSOLUTELY SAFE. 

As has been said, a bank note is practically the same thing as the 
demand upon a bank expressed in a check. Before a bank will give to 
any person the right to check against it, it will require that person to 
deposit either cash or something else readily convertible into cash. 
Before giving out its note, too, the bank will require the person to whom 
it is given to make a similar deposit. The ideal condition will be reached 
when, the person having made the necessary deposit, the bank can 
furnish him either a check book or its notes with equal ease and at 
equal cost, leaving the customer to select the form of demand obliga- 
tion which will best serve his legitimate business purposes. As a mat- 
ter of fact, the same management of the bank which will render the 
check safe will make the note safe. But, as has been said earlier, the 
note is to go everywhere and be used by people unacquainted with each 
other or with the bank. To facilitate its use, therefore, it must be 
issued under a system which can be readily understood and which will 
give to the people generally such assurance of the goodness of the note 
that it will be accepted without hesitation by everyone. What, then, 
are the provisions of this bill whereby the safety of the note issues is 
secured and made uniform throughout the country! 

(1) Uniformity of regulation. Every bank of issue is established 
under national law and is subject to national supervision. And the 
laws and regulations are so carefully drawn as to reduce to the mini- 
mum the opportunity for organization without ample guaranty of 
responsibility and good faith. 

(2) Uniformity of note form. Familiarity of appearance, if previous 
experience has been satisfactory, conduces to ready reception. The 
resemblance of all the bank notes to each other will continue to be an 
important item in giving them currency. 

(3) Limitation of issues. The bank-note issue of any bank can not 
at most exceed the amount of its paid up and unimpaired capital. 

(4) Eedemption agency. Each bank of issue may be required, under 
regulations to be prescribed by the Comptrollers, to make arrangements 
with some bank of well-known responsibility in a reserve city to redeem 
on presentation its notes, just as banks now make arrangements for the 
care of their checks and drafts. This will be another test of the stand- 
ing of the bank. 

(5) First lien. The bank note has the first lien on the assets of the 
bank. 

(6) Double liability of the stockholder. The lien of the note takes 
precedence of everything else as to the double liability of the stock- 
holders. 

(7) Bank-note guaranty fund. Each bank in the system places in 
the hands of the Government a sum in gold coin, equal to 5 per cent of 
this class of notes issued to it, to be placed in what is called the "bank- 
note guaranty fund." These sums constitute one fund, and from this 
fund (which will be a very large one) the notes of any failed bank will 
be promptly paid on presentation at any subtreasury in the United 
States. 

(8) Assessment. If at any time the money in the guaranty fund 
should run low, the Comptrollers are authorized to assess each bank in 
the system each year to the extent of 1 per cent of these notes issued to it. 
Starting with the year following the resumption of specie payments, 
Mr. A. O. Eliason has examined all the bank failures whose accounts 
have been closed, numbering one hundred and one, and found that bad 
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all tLe banks in the national system issued an amount of currency 
equal to their capital, or one hundred per cent, the assessment on the 
same to cover losses would have been infinitesimal, being only one- 
nineteenth of one per cent per annum. 

Recalling, however, that the banks deposit with the Government in 
gold coin an amount equal to 5 per cent of the notes issued for their 
redemption in case of bank failures, it is therefore clear that the cur- 
rency will be safe beyond a peradventure. 

In other words, briefly stated, the safety of the notes is secured on 
the mutual insurance plan, all the banks in the system being behind 
each bank. 

SOLIDITY OF NOTE ISSUES UPON COMMERCIAL ASSETS. 

With sufficient protection afforded by the bank-note guaranty fund 
against the occasional failure of a badly managed bank, the essential 
solidity of note issues upon commercial assets is bound up with the 
solidity of the business of the country. The advantage of having the 
whole commercial assets of the banks of the country pledged for the 
redemption of their notes lies in the fact that nearly the whole negoti- 
able wealth of the country passes through their hands. The aggregate 
capital, surplus, undivided profits and individual deposits of national. 
State, and private banks, loan and trust companies, and savings banks, 
as reported by the Comptroller of the Currency at the date of June 30, 
1897, or about that date, was $6,822,326,870. 

It is fair to assume that many of these banks which are not national 
banks would enter the system under the benefits afforded by the bill 
reported by your committee. These same items for the national banks 
alone on December 15, 1897, were $2,887,000,000, and their loans were 
$2,082,608,324. Since these loans are all payable within ninety days, 
with a circulation of $300,000,000 issued by the existing national banks 
alone, the entire amount necessary to redeem this circulation in full 
would pass through the national banks within a period of about fifteen 
days. This control over quick assets, afforded by maturing commercial 
paper, as well as by accumulated cash reserves, explains the secret of 
the greater ability of the banks to maintain the current redemption of 
circulating notes than of the Treasury, with its comparatively small 
resources. 

The general security of banking upon commercial assets, and the 
fact that the system could not break down except under an avalanche 
of calamity which would carry national, state, municipal, and private 
credit down also, is strikingly set forth in the report of the monetary 
commission appointed by the business men of the country for the 
framing of a currency bill, from which your committee has embodied 
several sections in the bill herewith reported. They say in their 
report: 

The objection that is sometimes made that the larp:er banks in the great cities 
'wonld not issne notes because of an apprehended liability for other banks, is shown 
by statistics to be groundless. Eighteen hundred and ninety-three was the year of 
largest bank failnres, but had aU the banks of the country then issaed notes up to 
80 per cent of their capital, the amount of their assessment to make good the ascer- 
tained deficieDcies of that year up to the time of the Comptroller's report of 1896 
would have been only a fraction of 1 per cent. Had 80 per cent of the capital of 
fill the national banks been issued in notes, upon the proposed plan, since the begin- 
ning of the national-banking systems in 1863, the assessment apon the banks annually 
would have been an amount so insignificant that it need not be taken into account. 
Taking the country banks as a whole, it is found that on October 5 last, they had 
$401,000^000 of the $631,000,000 of national-bank capital. Should they issue notes 
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up to 80 per cent of their capital they would have $321,000,000 of notes, and there 
would be $1^956,000,000 of resources against these notes, not counting stockholders' 
liability. 

If these resources of the country banks are insufficient security for this amount of 
notes, they will be insufficient only because there would then be such a condition 
of business paralysis that Govemment, municipal, and railway bonds would be 
valueless, and also few, if any, banks in the reserve cities would remain solvent. 
The occurrence of this disaster is so improbable that its consideration may be 
dismissed. 

An apt and striking contrast of the power of commerce to maintain 
the parity of the currency, as compared with that of a government, ia 
found in the splendid record of the Bank of France during the Franco- 
Prussian war, and our lamentable experience during and after the 
rebellion. Though the German army swept everything before it and 
took possession of Paris, though the Emperor became a prisoner, the 
discount upon the notes of the bank did not exceed 2^ per cent, and 
that only for a few months; while in the United States, although our 
territory was practically never invaded by the enemy, with a Govern- 
ment issue in the form of greenbacks, our paper was at a discount for 
eighteen years, the greenbacks being worth at one time only 35 cents- 
on the dollar or were at a discount of 65 per cent. During all those 
years the middlemen and specalators were reaping a harvest that was- 
only possible because of a depreciated currency. 

THE SEOUEITT OF DBPOSITOES INCREASED. 

The bill gives to the note holder, or to the Government in his inter- 
est, a paramount lien on the assets of the bank. Is this just to the 
depositors 1 Is it good public policy! 

The note holder is himself a depositor. The one to whom the note 
was originally handed by the bank certainly gave to the bank, depos- 
ited therein, an equivalent. He was therefore certainly a depositor.. 
In passing the note to the second holder the first holder transferred, 
for value received, to the second his right to the original deposit. And 
so on with each transfer of the note. The possession of the note is the 
tangible evidence that the holder has succeeded to the first holder's 
right as a depositor. The fact that the claim is in the form of a note 
shows that the note holder is likely to be a nonresident of the place 
where the bank is located. The depositor, on the other hand, is lively 
to reside in or near the home town of the bank. He makes his deposit 
to serve his own personal purposes. He is at hand to keep an eye on 
the management of the bank; able, in some measure at least, to keep 
track of its operations. If at any time he feels insecure he can promptly 
regain possession of his deposit. The note holder, equally a depositor, 
can not in the nature of the case thus watch over his own interests. If 
either must lose, it seems clear that the note holder should not be that 
one. In justice and equity his should be a preferred claim. 

As has already been shown, it is for the public interest that the bank 
note, in order that it may be most serviceable as currency, should pass 
from hand to hand without the receiver being required to take time to 
examine into the standing of the maker. In the interest of the public, 
therefore, the unquestionable goodness of the note must be guaranteea 
by the system under which it is issued. And in order that the system 
may furnish this unquestioned guaranty, it is necessary that the notes 
be given priority of other obligations. The giving of this precedence 
to the notes iS; therefore, in harmony with good public policy. 
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It is right, then, both in equity and in public policy to give to the 
note holder the prior lien on the assets of the bank. 

Does this priority of lien, proposed in the bill, lessen the security 
now possessed by depositors! It does not. This priority of lien by 
the note holder is recognized fully by the present system. Under the 
present law the assets necessary to secure the note holder are taken in 
advance absolutely out of the control of the bank and are placed, in 
the form of Government bonds, in the custody of the Government as 
trustee for the note holder. Under the proposed plan, the assets are left 
with the bank for the use of its customers, except a small contribution 
for the guaranty fund, and the lien is used only in case of necessity. 
The lien in the one case is no greater than in the other. In both cases 
the safety of the depositor depends upon the way in which the bank is 
managed. Inasmuch as the proposed plan provides for even more care- 
ful supervision than the present law, the security of the depositor is 
increased rather than diminished by it. 

INTEREST RATES WILL BE LOWERED. 

The banker of to-day is not a money changer in any sense, but a mer- 
chant in the same sense that the storekeepers of the town are merchants ; 
for if you should look over the notes held by him you would find only 
another form of the goods in the various stores. He has collected the 
savings of one class and loaned them to another. As the goods are sold 
off and retailed out the proceeds are applied to the payment of these 
same notes which were originally given to pay for them. 

Now, it is self-evident that any system of banking that will cut down 
the rates of interest on the notes of merchants and men engaged in 
productive industry will prove an inestimable blessing to the great 
mass of our people. When it is recalled that manufactured articles 
pass on an average through three distinct mercantile hands, and are 
carried largely on borrowed capital, from the raw material to the fin- 
ished product, it is a matter of the greatest importance whether the 
rate of interest paid is 2 or 10 per cent. In fact, such a divergence in 
the interest rate of any country means success or failure, prosperity or 
poverty. 

Under this bill, when the full advantages are realized, the bank with 
$100,000 capital will be authorized to issue $80,000 of its credit notes, 
or have, in other words, after deducting the guarantee fund deposited 
with the Government, $176,000 of gold coin and currency to loan its 
customers. Four per cent interest on the latter amount will produce 
the same income as 7 per cent on the former. Therefore, the people will 
have the use of nearly double the amount of coin and currency at about 
one-half the rate of interest they are now compelled to pay. Thus, 
the capacity to make larger loans means the capacity of the banks 
to reduce interest rates without loss of profits. It means that if any 
bank undertakes to resist the natural law of decreasing interest under 
increased facilities, new banks may be formed without sinking their 
capital in bonds purchased at a premium, and may compete for the 
legitimate profits afforded by reasonable interest rates. More than this, 
a currency based upon commercial assets, and not rendered rigid in 
volume by the deposit of special security, comes back promptly to the 
issuing banks for redemption. The tendency of recent years for cur- 
rency to drift to !N^ew York, where it is loaned at low rates of interest, 
would be largely arrested by the necessity of promptly sending notes 
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back for redemption and by the retirement of notes which were not 
needed in the commercial centers. Notes thus received back could be 
reissued, and would, at the worst, be in the hands of the community 
for at least a time before they again took their flight toward the money 
centers. 

THE BENEFITS OF BRANCH BANKING. 

The bill reported embodies a recommendation that national banks be 
permitted to establish branches. Branch banking has not been familiar 
in this country since the liquidation of the successful State banks of 
Ohio and Indiana at the beginning of the civil war. It is a system in 
almost universal use in other civilized countries where the methods 
of modern finance are well developed, and is almost essential to the 
economical use of capital and the distribution of credit. , 

One of the most striking benefits of branch banking is that a branch 
may be created and maintained at a profit in a community without 
sufficient business for an independent bank. This would permit the 
extension of credit into many localities in the thinly settled portions of 
the country where it is now impossible. Branch banking, moreover, 
permits the more ready flow of capital from communities where it is not 
needed to those where it is needed than does the operation of inde- 
pendent banks. It carries into every community the amount which is 
there demanded and which is in less demand at other points. Branch 
banking may be compared, in the fluidity which it gives to capital, to 
a connected series of tanks with open pipes between, while the possible 
borrowings of independent banks are more like a series of tanks whose 
pipes require to be opened when any change is sought in the level of 
the fluid. 

Branch banking in connection with reasonable freedom of note issues 
has produced such favorable conditions in Scotland and Canada that 
interest rates are almost uniform throughout those countries, even in 
the most remote sections, and disclose none of the striking differences 
disclosed in this country between rates in the money centers and in 
certain remote sections. The 10 chartered banks of Scotland have 
more than 900 branches, and the 38 incorporated banks of Canada have 
nearly 500, in each case for a population which is less than a tithe that 
of the United States. There can be no question, in the opinion of your 
committee, that the combination of the power to establish branches with 
the power to issue a reasonable amount in notes upon commercial 
assets would give a vigor to the credit system of this country which 
has been lacking under the present complicated and unscientific system 
of fixed Government issues, rigid security for bank notes, and the 
prohibition upon the power to establish branches. 

THE ULTIMATE OPERATION OF THE BILL. 

The bill reported by your committee looks ultimately to the elimi- 
nation of Government paper money from circulation. Whether the 
process will be slow or rapid may depend upon the disposition of the 
banks and the turn of financial events. The reserve notes for which 
the banks are liable will be gradually reduced when the Government 
assumes the liability for such notes issued by failed and liquidating 
banks. With the withdrawal of bonded security also, the ultimate 
currency of the country will consist of gold and silver coin of fiill legal- 
tender power, and of notes issued by the banks under the provisions 
of the proposed bill. 
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The growth in the wealth of the country and in its ability to retain at 
home a large portion of the great gold production of the United States 
will tend to swell the gold resources of the country until gold coin is likely 
to become a common factor in daily exchanges among the people. This 
condition of affairs will operate at once to simplify and strengthen the 
currency system and to increase the security afforded by the proposed 
law to the holders of bank notes. The banks will be required, when 
reserve notes and legal-tender notes have alike disappeared, to fulfill all 
requirements of law calling for lawful money by keeping gold and silver 
coin, and the present quantity of silver is likely to be so completely 
absorbed for retail exchanges that the bank rei^erves will consist almost 
entirely of gold. This being the case, it is obvious that the issue of a 
banking currency based purely upon assets, without either bonds or 
reserve notes, will involve no risk of undue inflation or of loss to the note 
holder. 

The bill reported by your committee proposes no change in existing 
laws regarding reserves against deposits. The cash reserves required 
in reserve cities at the date of the reports of the national banks to the 
Comptroller on December 15, 1897, were $251,176,860, and the cash 
reserves required in country banks were $55,940,589, making a total of 
$307,117,449. The cash reserves held at the same date were $410,568,427. 
These amounts are now held largely in legal-tender notes, but the 
abolition of such notes would leave a void which could be filled only 
by gold. If the circulation of the national banks, therefore, without 
allowing for any growth in the meantime, should rise to the amount 
of their capital on December 15, 1897, which was $629,665,365, the 
reserves held against deposits, with the requirement of the two special 
funds for current redemption and for the guaranty of the ultimate 
redemption of the notes, amounting to 10 per cent of the circulation out- 
standing, would in themselves exceed $463,000,000 in gold, or nearly 75 
per cent of the outstanding notes. 

It is upon the solid rock of metallic currency like this, with addi- 
tional metallic currency in circulation among the people, that your com- 
mittee propose to plant finally, by the gradual evolution of events, the 
monetary system of the United States. We believe that the arrange- 
ments proposed in the bill will accomplish this result gradually enough 
to avoid any shock to any vested interest, but that it will be accom- 
plished so certainly that the United States almost upon the enactment 
of a measure promising such results will find their credit greatly 
enhanced abroad and placed upon unassailable foundations at home. 

Believing that this bill, if enacted into law, will relieve the Treasury 
by destroying the "endless chain;" will greatly diminish the amount 
of gold reserve required to be kept by the Government, and practically 
stop bond issues for its replenishment; will diminish the possibility 
and severity of panics; will provide a sound, ample, and elastic cur- 
rency, responsive to the demands of trade in all sections and at all 
seasons; and will materially reduce interest rates, especially in the 
parts of the country where such rates are now high, the Committee on 
Banking and Currency respectfully recommend that the bill do pass, 
with the following amendments: On page 2, line 1, after the word "ap- 
pointed" insert the words "by the President"; on page 9, line 18, after 
word "exceeding" add the words "in the sum of its bank-notes and 
currency notes"; and on page 24, line 5, strike out the words "such 
tax", substituting therefor the words "the tax imposed in section 
thirty of this act," 
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Table 1. — Apportionment of money in the Treasury on May SI, 1898, between the fiscal 
department of the Treasury and the proposed division of issue and redemption. 

TBEASURY; FISCAL DEPAKTMEXT. 

Gold coin $34,990,518 

Gold certificates 1,602,940 

Silver dollars 1,325,803 

Silver certificates 6,740,757 

Silver bullion 939,903 

Subsidiary silver 12,058,123 

Minor coin : 1,396,260 

United States notes 30,208,559 

Currency certificates .• 60,000 

Treasury notes of 1890 1,754,425 

Bonds and interest paid and fractional currency 3, 495, 210 

Deposits in national banks 28,731,884 

Total 123,512,498 

Less outstanding checks and drafts, disbursing officers' balances, etc. .. 52, 713, 989 

• — — _^— ___ 

Available cash balance 70,590,394 

DIVISION OF ISSUE AND REDEMPTION. 

Gold coin and bullion: 

Held against gold certificates 37,486, 149 

5 per cent of $461,180,422 (silver dollars) 23,059,021 

25 per cent of $346,681,016 (United States notes), and $101,981,280 
(Treasury notes) 112,165,574 

Total gold 172,710,744 

Silver dollars held against certificates - 397,732,504 

Silver dollars held against Treasury notes 4,427,855 

Silver bullion (cost) 97,553,425 

Subsidiary silver and minor coin 1,000,000 

Total silver and minor coin 500,713,784 

United States notes held against currency certificates 26, 540, 000 

Grand total 699,696,413 

NATIONAL-BANK NOTE FUNDS. 

Redemption fand 8,724,768 

Ketirement fund 31,275,099 
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Taale i.—Trangactioma oflfm York clearing home for forta-foar yean. 
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Table G.-^Extent to which hanJcs in different seetiona issue currency in excess of that 
corresponding to the minimum bond deposit pet^miited hy law. 



G-ronps. 



BAST. 

Kew Hampshire 

Vermont 

Bhode Island (outside Providence) 

Total 

WEST. 

Nebraska 

Kansas 

Missoari (outside St. Louis) 

Total 

SOUTH. 

North Carolina 

South Carolina 

Florida 

Alabama (outside Selma) 

Mississippi 

Arkansas 

Total 



Num- 
ber of 
banks. 



50 
49 
33 



132 



104 

103 

57 



264 



27 
16 
15 
25 
10 
9 



102 



Capital. 



$5, 830, 000 
6, 985, 000 
4, 715, 250 



17, 530, 250 



10, 475, 000 
8, 567, 100 
6. 415, 000 



25, 457, 100 



2, 701, 000 
1, 898, 000 
1, 150, 000 
2, 955, 000 
855, 000 
1, 220, 000 



10, 779, .000 



Maximum 

issue 
permissible. 



$5, 247, 000 
6, 286, 500 
4, 243, 725 



15,777,225 



9, 427, 500 
7,710,390 
5, 773, 500 



22, 911, 390 



2, 430, 900 
1, 708, 200 
1, 035, 000 
2, 659, 500 
769, 500 
1, 098, 000 



Issue on 
required 

bond 
deposit. 



$1, 311, 750 
1, 324, 125 
1, 014, 750 



3, 650, 625 



1, 828, 125 
1, 691, 347 
1, 162, 125 



4, 681, 597 



585,225 
393, 300 
258, 750 
591, 750 
192, 375 
252, 000 



Circulation 
actually 
issued. 



$3,514,295 
3, 765, 422 
2, 756, 868 



10, 036, 585 



2, 028, 893 
2, 111, 454 
1, 377, 890 



6, 518, 237 



643,492 
451, 025 
800, 830 
697, 670 
216,410 
258, 890 



9, 701, 100 



2,273,400 



2,568,317 



Amount 
actually 
issued in 
excess of 
issue on 
required 

bond 
deposit. 



$2, 202, 545 
2, 441, 297 
1,742,118 



6, 385, 960 



200, 768 
420, 107 
215, 765 



836, 640 



58,267 
57,725 
42, 080 
105, 920 
24, 035 
6,890 



294, 917 



Table 7. — Value in gold of f 100 in currency in the New York market, 1862-1878, aver^ 

aged by months, 
[Bureau of Statistics, ''Finance, Commerce, and Immigration," October, 1895, page 518.] 



Periods. 


1862. 


1863. 


1864. 


1865. 


1866. 


Jan 

Feb 

Mar 

Apr 

May 

June 

July 

Aug 

Sept 

Oct 

Nov 

Dec 


97.6 
96.6 
98.2 
98.5 
96.8 
93.9 
86.6 
87.3 
84.4 
77.8 
76.3 
75.6 


68.9 
62.3 
64,7 
66.0 
67.2 
69.2 
76.6 
79.5 
74.5 
67.7 
67.6 
66.2 


64.3 
63.1 
61.4 
57.9 
56.7 
47.5 
»38.7 
39.4 
44.9 
48.3 
42.8 
44.0 


46.3 
48.7 
57.5 
67.3 
73.7 
7L4 
70.4 
69.7 
69.5 
68.7 
68.0 
68.4 


7L4 
72.3 
76.6 
78.6 
75.9 
67.2 
66.0 
67.2 
68.7 
67.4 
69.5 
73.2 



1867. 



74.3 

72.8 
74.1 
73.7 
73.0 
72.7 
71.7 
7L0 
69.7 
69.7 
71.6 
74.2 



1868. 



72.2 

70.7 
7L7 
72.1 
71.6 
7L4 
70.1 
68.7 
69.6 
72.9 
74.4 
74.0 



1869. 



73.7 
74.4 
76.2 
75.2 
7L8 
72.4 
73.5 
74.5 
73.1 
76.8 
79.2 
82.3 



1870. 



82.4 
83.7 
88.8 
88.4 
87.2 
88.6 
85.6 
84.8 
37.1 
88.7 
89.8 
90.3 



1871. 



90.3 
89.7 
90.1 
90.4 
89,7 
89.0 
89.0 
89.0 
87.3 
88.3 
89.9 
9L5 



1872. 



91.7 
90.7 
90.8 
90.0 
88.0 
87.8 
87.5 
87.4 
88.1 
88.3 
88.6 
89.1 



1873. 



88.7 
87.6 
86.6 
84.9 
85.0 
85.8 
86.4 
86.7 
88.7 
91.8 
92.1 
90.9 



1874. 



89.7 
89.1 
89.2 
88.2 
89.9 
90.0 
91.0 
9L2 
9L2 
91.0 
90.2 
89 6 



1875. 



88.9 
87.3 
86.6 
87.1 
86.3 
85.5 
87.1 
88.1 
86.4 
85.9 
87.2 
87.8 



1876. 



88.6 
88.2 
87.5 
88.5 
88.8 
88.9 
89.3 
89.9 
90.9 
91.2 
9L7 
92.6 



1877. 



94.0 
94.8 
95.4 
94.2 
93.5 
94.9 
94.9 
95.2 
96.8 
97.3 
97.3 
97.3 



1878. 



97.9 
98.0 
98.8 
99.4 
99.3 
99.2 
99.5 
99.5 
99.6 
99.5 
99.8 
99.9 



^On July 11, 1864, $100 in greenbacks was worth only $35.09 in gold. 
Table 8. — Paper currency of each denomination outstanding May SI, 1898, ' 



Denomination. 


United 
States notes. 


Treasury 

notes of 

1890. 


National- 
bank notes. 


Gold cer- 
tificates. 


Silver cer- 
tificates. 


Total. 


One dollar ............ 


$2,522,938 

2, 169, 048 

62, 818, 662 

81, 077, 861 

69, 344, 232 

14, 648, 375 

25, 466, 400 

15,484,500 

74, 124, 000 

15, 000 

10,000 


$15, 826, 939 

10, 466, 076 

31, 162, 655 

29, 68a, 900 

9, 289, 460 

263, 850 

2,264,400 


$349, 640 

168, 508 

71, 658, 670 

70, 319, 400 

52, 556, 260 

10, 741, 800 

21, 731, 900 

111, 500 

28,000 




$30, 884, 224 

18, 804, 414 

109, 256, 375 

124,697,316 

80, 597, 470 

22, 750, 335 

10, 255, 870 

192, 500 

294,000 


$49,583,741 
31. 608, 046 


Two dollars 




Five dollars 




274. 896. 362 


Ten dollars ........... 




305, 778, 477 

216, 485, 316 

61, 072, 215 

63, 363, 970 

19, 199. 000 


Twenty dollars 

Fifty dollars 


$4, 697, 894 
2, 667, 855 
3, 645, 400 
3, 410, 500 
5, 539, 500 
5,205,000 

12, 320, 000 


One hundred dollars.. 
Five hundred dollars . . 


One thousand dollars . 
Five thousand dollars. 


3,024,000 


83, 009, 500 

5, 220, 000 

12, 330, 000 

30, 691 


Ten thousand dollars. 








Fractional parts 




30, 691 
















Total 


347,681,016 
1,000,000 


101, 981, 280 


227, 696, 369 


37,486,149 


397, 732, 504 


1, 112, 577, 318 
1, 000, 000 


Unknown, destroyed . . 












Net 


346, 681, 016 


101,981,280 


227, 696, 369 


37,486,149 


397, 732, 504 


1,111,577,318 





126 



STRENGTHENING THE PUBLIC CREDIT, ETC. 



ss 

o 

Hi 



« 00 p '<4< in CIS I 



_| CO t- iH t- « I 



iOO'Mt<-o^«H:a«oooeot-«Deo->*'^e<3t^o»ot-QOeo»H^e<iooqp 
>e'iino»s^Aaoc4oost«abo-4ob-«ftO'<4<ootQ»ocD^cocioS> 
iO»io<HC4coSc«aia»ioa6c«c4e>4?ii-iaBkOriC4 0-«ocDFH'«C4 






iQcot-eoo6t*Mioi-it<--<J<'«i'"*^i-(eooooeoe5gsift»oi*^t-«p«fti--iect-a.eo«p 

55-o»ooooiooc«Hf5 t-2i"!0»eioa«t-'*t-'^Q ■*oa5Qo<»rH*oi*-.iioioa»« 

'<«<«o«S»«t>ooaoo»o»3a»aooowoFHCQmG>4eo^iAic>ooo»Oi-iooooooo 

iH fH iH •HrH'i-TrHiH f-iiH i-Tc) cfiH C4 CfiH cf 



4S 

I 

P 



It* 

IS 



G^ioeo 



iAO»i 



IC40 



S3 



U)«H Oft 
OGOOb 

C'iao-<t< 



OC^Oftl^Ot- 



CO rH coo CO t-CQCOt-'* 04 I 



OO t> CA 84 



iO< 



lao 



in 



OOfHrH 
00(M 



00( 



■^OOkA 

I «H lO iH 

moo o 



rH<o eo 

00 CO CM 



coco 



do op i4)r« coO'^iAOftcoo»b>eoooesio 

00 000>OQ0OrHt-fH00lO©O^e0t 



CO 

rHceTirtof'^ 
"" coowc- 
c-oot-c^ 



IS! 



I8SS:3 

I VtOlA 



eo w 

(O«0i 






oao« 

coo CO 



a 

Hi'* 



• 9o»ou3iat>tO'^eo(O-^t«-^o«0aot^i>t»a»a)e4tOi-icoi^aoio 

• 06t-iAt«o»t>eoo«0'^co^c»oA>A-^iH®iafHesiiQoamo^ 



caootooa 

lOCMQOCOC) 

coo;oi>a» 



> CO O CO o 

■o>»o - 
i t-lft 



lOQOOON"*OOC-rH-^t<- 



eo « ■^ "* ^ w to 00 © o 00 «o lo -^ . 
iAtHeNir-(coeo^«De<ieoi-H«DaO}iA'^-^.. 

^t-CO-^00rH00e<l'^CO'^O»?4 000»«DC4lO 



oo<ot>9qe4t-<paoee^ 



• a»inQC4eoo»at-4eoe<iiAeQAb>io-<i>q>r-iQrHQDQgQ»oacocooOi-iiQeoe<ia 

• 1^ CJ iH rH f-1 iH r^ rl rH ^ »-< iH ^ r-< ^ ^ 



9 
CO 



a o 



aot-coc4'^eo<pi-Hgot-aoor^OLri-<A«oao^io«p«:H2i«cpo»a«o 

■^O00Ot>9oSt-^dbc0l>Q0Wt-iSt«t>A-^C0^a»C4-«00O 



eo( 



K»i-ie4esi 

I CD CO V C> 



«5sg82 



<03jirt«55opt-'teo»Qrr<fi?trtTW®c5©r!"~ 



laoooo-^C'io 



grH iH ^ tn CO O OQ 
to r-( t- cS d 00 m 



'^00004 t-oo^c3(Naoc4 CO «o«Op^eo 

«l»"«iH iH fH M iH rl fH fH 04 C4 C4 CO '<4< O iH O O C4 C« »A <0 t- CD a 00 S C^ CO A O CO 

«HFH«HrHrH»HiHfHiH»HrHiH(NC«CflrS(NC« 



S 0000000000000090000000000000900 
OlQtOOinOiAOtAOOiA>AOiaiOldOOOlAAOOlOi2>iaooOld 

«Dabt-a>co^eoooe«i^fHt«-<i>t>'<«it«i>ocD'<4<-«cooe40oo4aa5icoot« 

c4"«o oo'irT'^oreecCiHiftrH'^f-r ^cD^odooicTo" 
csi-*e<i©o5t».HOOcot*fHO«t-«et-*f-<eo* 
t>i-i(o9^(O'<4<t>-«q9t>»50aoiHkoaOi-iri'« 



«CO i-t" 



io<-^e4a>tor<-Of-t 

>o^e<i?)oaoH«a» 

t*OOCD<DOOOOOft 



S S i?^m^S^S494C4<«'«S^'«ScoraeoeocoeoS'«eoSiSiH 



lO<D 
e9C4 



10 04 

04 CO 



CO 

a 

o 



O I— I 



iOOO 

>«dSS 



CO O b-O t-iO 



rHOOi 

coco 

D^CO. 



"oTo a oi oo CO o t- ce> >- br «> 

I CO ■<* to OO 00 OO t* CO CO ■«* - 



ICO t*r-(( 
lOOOt-' 

lOOO"*! 



lAiAi 



«pO-^r-IOO(OeOOiQ'-l04lOC«( 

^coAnt-iHSi-iooooeorHSSwai 
oeooieoi-iaoincoc^coto^^CD- 

t»l>«t-r-lt"?rOSO>r- CD 06 O CO CO O 00 Cr f 

mio«oioiQ04Qnoot^-«cQioc(5oa>eco04 
eoeiSeoooeosoeooiiHr-iiHiHr-tf-ie4i-H^e404 



IS 



oonooceoocococococo( 



a 
•S 

I 

o 

o 



SeooOfHAiftot-t- 
O^-^OO^-^rHW 
iOOOOO»-«<OtOfHO 



oc->c->aiooo»o<oo>)04<oo»iot-cot«©eo©otO( 

- — o«t-o»eoo»'«*'eow«-<»oc^o»rH'«i«!5soO' 

l>C4C0O04OC0OO0)00i-^k0C0e000OOi 



lOOCPWtH AO 
I 0» 04 t- iH rH t* 
i(Nt>ACDO<0 



Op-ICOt>a>OOaOOiAi-*tAO'<4<-<4<OOCDO' 

<ooJ»o6pcDoqft fHoaooii- -^ 



cimo4aDL'«tAt>ta-«t<o04eoiiSoowt<>eoo4t<^iC)i>oo«D< 



04i-ll>' 



i04i 



10401 



I CO 0» 'H f-1 



iOU3e^oSo4lOC000^04 

it«Hia»oo"«oeo<^e5o» 



>0<HOCOtAeOi-ilOCOO>COaOfHi-Hi-ICOt>Q'«OaoOOQt«i-lOQ04'^C0 0404040»QO 

'^t«QQO»A9a»iHcoeoeoi-too>oiHfH^THi-HOocoo4coiae4e4oo^oot>aooa» 

•»iH N 04 04 04 04 CO CO eo CO CO Ol 04 CO CO eO CO eO CO 04 04 04 r-l iH rH iH 1-1 r-l i-l iH r-( N r-J 



oa © • 

Oi'O hi 

P P 

t/2 



O 00 0» -^ CO lO to 00 



OOOCO 



)t*»O<DSO-^e0»O - — - - — 

>CD<Dt«OOCO©COCOCDtOO-^aOO>-^04aOC-> 



■^O00©-«O-«A«Hr-tlOr-<CD00fHOi-IOO 
■^COO>Oa»t>t-OCD-^l>(OOOOOCQCOCD" 



O ■<« 04 iH to iH 
OO'^OOiOCOO 
fH-^O COOOO 



0004 CC04t-^04O rH --06 <N»-|J>00 cot* 

C»»®CDlO-^O5»Ot»ff40CO4'««0«'^'«'<OQ0 
»H 06 © 0> •>♦ O 00 © i-l 00 00 -^ CO CO ~ 



C- rH lO ©-* CO04 CO ©-^Ot- 00 t-tr«0 9 ^ 2? 2S '^ "S *? 

"' aoa>0'H004 

04040404 



t>oooiHC>ioo-^iotoooaot«©>oio ©ob a< 



i04t-OJ 0>0 04 •'f'Jii-l© 1-1 -^lO 1-1000404 

. _jfHkO>O30©to©ia©c->©e^e^0400'«t<to 

cooo©4DiOtHioesio»t«eoo»c4ioaoiooiFHooeot- 

"ofoi"©©©© -^CCrcD -^ 

loooiHco-^iocococoeo 

I04O4COCOCO09COC0COC0 






St0>0C0t«t0O©kQ©t0i0©l0Ot«0»i0'5 
0000<-H00-^i-(e0C0l0 0»C0t><HC0SO04S 

eoo»a>oJt-co-^t-t-«©04oo©cooo^eo9 



o>©o©'-t»-i»ooo>r>'«H04©eot»co 

C0 00NC0-^«Or-ieO©r-l©r-tt-C4t»'* 

00 04 t^ofco "'f o »ooreJiQofoft>t^t-^erri-r>i*"ori^'«* ©c4"^ 

0000Ot-t^«So»0C4t<-©WO©-t«<©«O04©0Jt^043H©04<»'*04l>^©C0'*0p 
fHt-i-H'<4<©©COC004©Ot-0000-«<H©>OOOfH©04l004-«t<©lO'^-^>0»OOOr->lOHi 



t-©00»00©«©000»rHeO'*0>0»©'^t-^ .. 

%»-00 0»i-i04C4C>4COIOt»OJO»00>t*COlO«Q©00 ^-^- 



CO 06 '^ l* I 
00^04' 



)00e404Ot>©0000t> 

it<-asi-<iQi>oot»cpio 

ilOkO©©©©©©© 



©CO CD 



So fl 



©00C0-^C4C0t-»Ot-0»©'^00 0>©C0 00O04«^;*^04«OOi 

«©t-4-^-^<«r-ir-<©>Ht«©aoaoooto-^a»eo©©co<Hto^-^0' 

tOiO<0<DCD©©t«00»©00©©OOFHe4iO©t-aO©<-)04l 



» t- CO -J »0 04 © O 

I t* t» 00 lO rH t* »H 

>© t-r>-j>i>©© 



iO4C4 0'l040404040404e4040404COCOCOCOCOCOe0C0COCOeO 






o 

p 

o 



COT»«»OCPt-QOOJO»-<04CO'*lO©t-»0>0»-<04eO^»0©l>»0>0»-'NCO 

©©©©©©©t>t»t«t>-t«r-t-t«t»i>ooooooaoocapooooaoncAOO»o» 

0000 00 0000 0000 00 OCOOOO 00 0000 0000 oo 00 0000 000000 0000 000000 000000 



STEENGTEffiNING THE PUBLIC CREDIT, ETC. 



127 



Table 10. — Increase of note-issuing power under proposed law, 
[Computed by the actuary of the Treasury Department.] 



Maine 

New Hampshire 

V ermon t 

Massachusetts 

Boston 

Bhode Island 

Connecticut 

Total of New England States 

New York 

New York City 

Albany 

Brooklyn 

New Jersey 

Pennsylvania 

Philadelphia 

Pittsburg 

Delaware 

Maryland 

Baltimore 

District of Columbia 

Washington City 

Total of Eastern States 

Yirginia 

West Virginia 

North Carolina 

South Carolina 

Georgia 

Savannah 

Florida 

Alabama 

Mississippi 

Louisiana 

New Orleans 

Texas 

Houston 

Arkansas 

Kentucky 

Louisville 

Tennessee 

Total of Southern States 

Ohio 

Cincinnati , 

Cleveland 

Indiana 

Illinois 

Chicago 

Michigan 

Detroit 

Wisconsin 

Milwaukee 

Minnesota 

St Paul 

Minneapolis 

Iowa 

Dps Moines 

Missouri 

St. Louis 

Kansas City 

St. Joseph 

Total of Middle States 

North Dakota 

South Dakota 

Nebraska 

Lincoln 

Omaha 

Kansas 

Montana 

Wyoming 

Colorado 

New Mexico 

Oklahoma 

Indian Territory 

Total of Western States 



Capital stock 


Loanable 
power under 
existing law. 


Loanable 
power under 


Loanable 
power under 


(Feb. 18, 1898). 


proposed law 
at beginning. 


proposed law 
after 8 years. 


$11, 121, 000 


$8, 644, 042 


$14,234,880 


$19, 128, 120 


5, 815, 000 


4, 519, 837 


7,443,200 


10, 001, 800 


6, 985, 000 


5,429,245 


8, 940, 800 


12, 014, 200 


43, 877, 500 


34, 104, 752 


56, 163, 200 


75, 469, 300 


49,350,000 


38, 358, 273 


63, 168, 000 


84, 882, 000 


19, 337, 050 


15,030,147 


24, 751, 424 


33, 259, 726 


21, 541, 070 


16, 743, 271 


27, 572, 570 


37, 050, 640 


158, 026, 620 


122, 829, 667 


202, 274, 074 


271,805,786 


31, 607, 940 


24, 567, 967 


40, 458, 163 


64, 365, 657 


48, 900, 000 


38, 008, 600 


62, 592, 000 


84, 108, 000 


1, 550, 000 


1, 204, 772 


1, 984, 000 


2, 666, 000 


1, 352, 000 


1, 050, 872 


1, 730, 560 


2,325,440 


14,445,000 


11, 227, 694 


18, 489, 600 


24,845,400 


40,709,446 


31, 642, 312 


52, 108, 089 


70, 020, 245 


20, 915, 000 


16, 256, 644 


26,771,200 


35,973,800 


12, 300, 000 


9,560,446 


15,744,000 


21, 156, 000 


2, 083, 985 


1, G19, 823 


2, 667, 501 


3, 584, 454 


3, 746, 700 


2,912,205 


4, 795, 776 


6, 444, 324 


13,243,260 


10, 293, 615 


16, 951, 373 


22, 778, 407 


252, 000 


195, 872 


322, 560 


433, 440 


2, 775, 000 


2, 156, 930 


3, 552, 000 


4, 773, 000 


193, 880, 330 


150, 697, 752 


248,166,822 


333, 474, 167 


4, 646, 300 


3,611,439 


5, 497, 264 


7, 991, 636 


3, 351, 000 


2, 604, 638 


4, 289, 280 


5, 763, 720 


2,651,000 


2,060,548 


3, 393, 280 


4, 559, 720 


1, 898, 000 


1, 475, 262 


2, 429, 440 


8, 264, 560 


8,166,000 


2, 460, 843 


4, 052, 480 


6,445,520 


750, 000 


582, 954 


960,000 


1,290,000 


1, 150, 000 


893, 863 


1,472,000 


1,978,000 


3,355,000 


2, 607, 747 


4, 294, 400 


6,770,600 


855, 000 


664,568 


1, 094, 400 


1,470,600 


860,000 


668, 454 


1, 100, 800 


1,479,200 


2, 300, 000 


1, 787, 726 


2, 944, 000 


8, 956, 000 


18,642,040 


14, 489, 936 


23,861,811 


32, 064, 309 


1, 150, 000 


893, 863 


1,472,000 


1,978. ©00 


1, 070, 000 


831, 681 


1, 369, 600 


1, 840, 400 


8, 289, 900 


6,443,507 


10, 611, 072 


14,258,628 


8,000,000 


2, 331, 816 


3, 840, 000 


5, 160, 000 


8, 535, 000 


6, 634, 017 


10, 924, 800 


14,680,200 


65,669,240 


51,042,862 


84, 056, 627 


112, 951, 093 


27, 967, 030 


21, 737, 989 


35, 797, 798 


48,103,292 


7, 800, 000 


6, 062, 722 


9, 984, 000 


13, 416, 000 


9,775,000 


7, 597, 834 


12, 512, 000 


16, 813, 000 


13,732,000 


10, 673, 499 


17, 576, 960 


23, 619, 040 


17,796,000 


13, 832, 332 


22, 778, 880 


30, 609, 120 


18, 950, 000 


14, 729, 304 


24,256,000 


32, 594, 000 


8, 595, 000 


6, 680, 653 


11, 001, 600 


14,783,400 


3, 300, 000 


2,564,998 


4, 224, 000 


5, 676, 000 


6, 810, 000 


5, 293, 222 


8, 716, 800 


11, 713, 200 


3, 250, 000 


2, 526, 134 


4, 160, 000 


6, 590, 000 


4, 815, 000 


3, 742, 565 


6, 163, 200 


8, 281, 800 


3, 800, 000 


2, 953, 634 


4, 864, 000 


6,536,000 


4, 500, 000 


3, 497, 724 


6, 760, 000 


7, 740, 000 


12,090,000 


9,397,218 


15, 475, 200 


20, 794, 800 


800, 000 


621, 818 


1,024,000 


1, 376, 000 


3,615,000 


2, 809, 838 


4, 627, 200 


6,217,800 


8, 400, 000 


6. 529, 085 


10, 752, 000 


14,448,000 


2, 300, 000 


1, 787, 726 


2, 944, 000 


3, 956, 000 


350, 000 


272, 046 


448,000 


602, 000 


158, 645, 030 


123, 310, 340 


203, 065, 638 


272,869,452 


1,555,000 


1, 208, 658 


1, 990, 400 


2, 674, 600 


1,635,000 


1, 270, 840 


2, 092, 800 


2, 812, 209 


6, 875, 000 


4, 566, 473 


7, 520, 000 


10, 105, 000 


800,000 


621, 818 


1, 024, 000 


1, 376, 000 


3, 750, 000 


2, 914, 770 


4, 800, 000 


6, 450, 000 


8,517,100 


6, 620, 103 


10, 901, 888 


14,649,412 


2, 5C5, 000 


1, 985, 930 


3, 270, 400 


4, 394, 600 


860, 000 


668, 454 


1, 100, 800 


1, 479, 200 


4, 907, 000 


3, 814, 074 


6, 280, 960 


8, 440, 040 


600, 000 


466, 363 


768, 000 


1, 032, 000 


250, 000 


194, 318 


820, 000 


430, 000 


660, 000 


512, 999 


844. 800 


1, 135, 200 


31, 964, 100 


24, 844, 800 


40, 914, 048 


54,978,262 
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Table 10. — Increase of note-issuing power under proposed law — Continaed, 

[Computed by the actuary of the Treasury Department.] 



Capital stock 
(Feb. 18, 1898). 



Washington 

Oregon 

California 

San Francisco 

Idaho 

Utah 

Nevada 

Arizona 

Total of Pacific States 

Total of United Stetes 



$3, 978, 000 

3, 020, 000 

4, 875, 000 

6, 000, 000 

600,000 

1,750,000 

82, 000 

400, 000 



20, 705, 000 



628, 890, 320 



Loanable 
power under 
existing law. 



$3,091,988 

2, 347, 361 

8, 789. 201 

4, 663, 632 

466,363 

1, 300, 226 

63, 736 

310, 909 



16, 093, 416 



488,818,837 



Loanable 
power under 
proposed law 
at beginning. 



$5, 091, 840 

3, 865, 600 

6, 240, 000 

7, 680, 000 

768,000 

2, 240, 000 

104, 960 

512,000 



26,502,400 



804, 979, 609 



Loanable 
power under 
proposed law 
after 8 years. 



$6, 842, 160 

5, 194, 400 

8, 385, 000 

10, 320, 000 

1,032,000 

8, 010, 000 

141. 040 

688,000 



35, 612, 600 



1, 081, 691, 350 



United States 4 per cent bonds of 1907, at 110 net, are taken as a basis. 



• 



56th Oonobess, ) house OF EEPEBSENTATIVES. ( Eep'T 1576, 
2d Session. ] \ Part 2. 



[Especially note pages 175 to 180.] 



TO SEOUEB TO THE PEOPLE A SOUND OUEEENOT. 



June 23, 1898.^-Committed to the Whole Hoase on the state of the Union and 

ordered to be printed. 



Mr. Waleeb, of l^assachusetts, from the Oommittee on Banking and 

Currency, submitted the following 

VIEWS OF THE MINORITY. 

[To accompany H. R. 10289.1 

. The undersigned respectfully dissents from the views of the signers 
of the favorable report on bill H. E. 10289, and recommends that all 
after the enacting clause be stricken out and the text of bill H. E. 10,333, 
introduced in the House by Mr. Walker and referred to the Oommittee 
on Banking and Currency, be inserted in its place. 

WALKEB BILL THE ONLY REMEDY. 

I can see no conceivable relief from the present financial and banking 
conditions of the country, but on the other hand the certainty that it 
would be made worse by enacting any general bill referred to the com- 
mittee, excepting the Walker bill H. E. 10333, and the bills before the 
committee have steadily grown worse, culminating in the Hill- Fowler 
bill, H. E. 10289. 

Kot one of the bills presented to the Committee on Banking and 
Currency, except the Walker bill, recognizes — much less fearlessly and 
closely follows — any known principle of economics or any recognized 
banking principle. Fot one of them except the Walker bill safely 
and securely does any one of the four things absolutely necessary to 
be done to relieve the situation, viz, 

1. To relieve the United States Treasury from the current redemption 
of every form of paper money and from any responsibility for maintain- 
ing the parity of our various kinds of money. 

2. The devolving of the duty and responsibility of maintaining parity 
between all moneys upon the banks. 

3. The allowing of banks to issue true bank currency — ^i. e., to issue 
currency against their assets. 

4. The securely uniting all the commercial banks in the country 
through clearing houses into one strong body to maintain parity between 
all moneys. 

From the first section to the last section the two bills are antagonistic. 
B & o 9 129 
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From the opening to the close it is the 

Hill-Fowler biU, ) ___^_ ( Walker biU, 

H.E. 10289, J ^^^^^^ \ H.E. 10333. 

The results of ) versus i ^'^^ results of 

ratiocination ) "* ( investigation. 

A putting into the present^ /^ A putting into the present 

law things new, incon- 1 versus J ^^^ things old, harmoni- 

gruous, and untried, or [ " ' * " * ) ous, and approved by ex- 

that have failed J (^ I>erience. 

The Hill-Fowler bill (H. E. 10289) does not propose to^nd does not 
effect a solid union of the commercial banks of the country. It leaves 
each bank in its present inflexible, isolated, and panic condition. It 
thereby leaves out of its scope its avowed purpose and makes it impos- 
sible of being accomplished by the bill. 

The Walker bill, on the other hand, is written in accord with recog- 
nized economics, and adheres in every sentence to sound banking 
principles. It secures a solid union of all commercial banks into a log- 
ical system and provides for the safe and complete transition of every 
commercial bank in the country, were it done even during a panic, from 
its present inflexible, isolated, and panic condition into an elastic, 
cooperative, anti-panic system, and makes it an integral part of a sym- 
metrical and firmly constructed and completed whole, which is abso- 
lutely necessary as a condition precedent to any substantial relief of 
the United States Treasury and banking conditions in any safe and 
wise financial and banking legislation. 

UNION OF ALL COMMERCIAL BANKS. 

The warp and woof of the Walker bill is the taking of every com- 
mercial bank in the country out of its perilous condition of isolation, 
which invites and contributes to such panics as have frequently visited 
them during their whole existence, by allaying antagonism and shut- 
ting out all injurious competition and rivalry between banks, induced 
by their isolation, through clearing houses that now exist. Thus, it is 
made sure that the banks will maintain parity, by making it for the 
interest of each bank to assist all other banks in doing so, by uniting 
all banks in one symmetrical whole to enable them in combination to 
maintain parity successfully, which is impossible in isolation, i. e., main- 
tain the parity between silver coin and gold coin, and maintain the 
parity between all the various forms of our paper money and our coin 
money by making it profitable for the banks to do so, and forcing it 
upon unpatriotic and reluctant banks by a tax of one-half of 1 per cent 
per annum on deposits if the banks as a whole fail to maintain parity, 
and, unlike the Hill- Fowler bill, cutting the banks and individuals off 
from getting any gold out of the United States Treasury under any 
circumstances. 

MAINTAINING PARITY. 

The Hill-Fowler bill does the exact opposite of the Walker bill. 

• Enacted into law it would call for more gold from the Treasury and 

heavier taxation to maintain parity under the present Treasury system, 

and make conditions worse than they now are. 

Its effect can be certainly predicted from the experience of the past, 
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not only of this eountry bat of all others. Isolated banks, each inde- 
pendent of the other, in no country have found it possible to keep silver 
coin and gold eoin at a parity and freely circulating side by side as it 
is assumed they can do in the Hill-Fowler bill. Parity never has been 
kept between gold and silver, excepting where the banks were united to 
do it. Not an example can be found to justify the Hill-Fowler experi- 
ment. The experience of this country and of all others fails to justify 
it. The sharp rivalry between our independent banks, prior to 1834, 
compelled every bank in the country to redeem its circulating notes in 
silver dollars, because the value of the bullion in the silver dollar was 
3 to 4 per cent less than the bullion in the gold dollar. After 1834 not 
a silver dollar was paid in redeeming its circulating notes by any 
isolated bank in the country, because the bullion in the new silver 
doUar was worth from 3 to 4 per cent more than the bullion in the gold 
donar. Banks had silver dollars in their vaults, but they always 
insisted on a premium of 3 to 4 per cent in paying them out. 

NEW TOBK CLEARINa HOUSE. 

Parity is now maintained in this country by the United States Treas- 
ury, by the Treasury being a member of the New York clearing house, 
thus making the United States Treasury ultimately responsible for its 
transactions at an annual cost of scores on scores of millions of dollars 
taken from the people in taxes. To do this also requires that hundreds 
of millions of dollars shall at all times be in the Treasury, practically 
as a guaranty of its solvency, for maintaining parity. 

The national banking law has come to be one of the most oppressive 
legacies of the civil war, in its continued forced loans on the people in 
compelling the purchase of United States bonds. The Hill-Fowler bill 
proposes to continue it for eight years. It differs as much from the 
freedom and independence of normal and free banking and the issuing 
of normal bank currency as does martial law and the provost-marshal 
from normal liberty and the jury trial. 

BANK OF BNaiiAND SYSTEM COPIED. 

But the most illogical, uneconomic, and indefensible proposition in 
the whole list of things proposed to be done, and a thing not consistent 
in a law drawn on true banking principles, is the proposal to create in 
the United States Treasury a department of issue and redemption. 
Such a department would be not only useless, but wholly vicious. 

If there is one thing more than another that is well settled in the 
management of banks, treasuries, corporations, and private firms, it is 
this, viz, that every dollar of what is designated " money funds " must 
be at the free use of the responsible manager of them, especially in times 
of panic. 

The avowed reason for creating this department is to destroy the 
United States legal- tender notes directly or indirectly, either by chang- 
ing them into a gold certificate or by canceling them outright. To resort 
to such a cumbersome device for that purpose could only have been sug- 
gested by the double-headed contrivance in the Bank of England. It 
has been condemned, as to the Bank of England, by nearly every writer 
on finance in Europe and by the best thought in England. It has never 
once been approved in the whole world by the only possible method of 
expressing a genuine approval of a financial device, viz, by imitation, 
I shall treat further on this subject in closing this report. 
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The Hill-Fowler bill attempts the impossible feat of grafting on to the 
Government Treasury, which has no banking resources or banking 
machinery, the double-headed Bank of England issue department and 
banking department system, which is unworkable excepting by a bank 
with the immense resources and in the strong position of the Bank of 
England. It is believed by every European tinancier to be a source of 
the most grave embarrassment and peril to theBank of England in times 
of monetary stringencies or panic. The bill proposes this without tak- 
ing cognizance of the conditions here as compared with the conditions 
in Great Britain. Should Great Britain wake up some fine morning and 
find in her coinage system $500,000,000 of silver as full legal tender at 
16 of silver to 1 of gold, she would go to a silver basis in a week, unless 
all her banks were united, either voluntarily or under compulsion of 
law, into a solid and indestructible union, as is provided in the Walker 
bill. ^ 

Should the Bank of France, with its hundreds of branches, be dis- 
solved to-day into as many independent and isolated, antagonistic banks 
as it^has branches, as our banks are now isolated and independent and 
antagonistic to each other, France would go to a silver measure of value 
in a week. Nothing keeps the paper money of France or Germany at 
a parity with specie and silver to the ''gold measure of value" other 
than the union in each country of all the banks, practically if not 
actually branches of one bank and thus brought into a solid union, as 
is provided for the banks of this country in the Walker bill; and noth- 
ing keeps the money of the Empire of Great Britain to parity with the 
gold measure of value but her coinage conditions, in which there is no 
"primary legal tender silver money." 

Our banks are loosely held together to-day only through the sub- 
treasury, with its $200,000,000 to $300,000,000 idle surplus, and sale of 
bonds to maintain parity in times of panic, taxing the people millions 
upon millions to do it, instead of keeping a balance of only $20,000,000 
to $30,000,000 in the Treasury, as is the case in France, Germany, and 
Great Britain at comparatively no cost in taxation. 

GOLD REDEMPTION OF SILYEB. 

To provide that our $500,000,000 legal-tender silver dollars shall te 
redeemable in gold dollars by the Government, and for keeping an 
additional gold reserve for that purpose, is one of the most unnecessary, 
inconsistent, and remarkable, not to say ridiculous, provisions that 
could well be incorporated in a banking bill. Do they not know that 
this is demonetizing silver! This seems especially so in view of the 
ease with which France 'and Germany carry, at par with gold and as 
primary money, their great stocks of silver. But the objective claimed 
as of vital importance to be reached by the Hill-Fowler bill is the 
elimination of the United States notes from demanding gold of the 
Treasury, either by making them a part of the bank notes, viz, by sub- 
stituting for them the " national reserve notes " of the Hill- Fowler bill, 
to be issued in place of them, or by buying them up by the Gov- 
ernment with the taxes collected and then destroying them. The Hill- 
Fowler bill does not do this by inducing the banks to assume the 
identical United States notes by making it profitable for them to do so, 
as in the Walker bill, but by attempting to substitute a new " legal- 
tender bank note" for them. The reason given for proposing the 
destruction of the $346,000,000 of greenbacks is that they " menace 
our whole financial system in their power to extract gold from the 
Treasury.'^ 
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SILVER DEMONETIZED. 

But the Hill-Fowler bill proceeds, in the same bill that would destroy 
them, to add $500,000,000 of silver dollars to their national reserve bank 
notes and other bank notes as abstractors of gold from the Treasury, 
and would have us believe that this is a cure for all our financial and 
banking ills. 

Having experienced the delights of the vision of seeing the United 
States notes destroyed and of resurrecting a bank note from their 
ashes, in the proposed " national reserve note,'' and having exercised 
the supreme power of making this "national reserve note" the equal of 
gold as a legal tender, their power grows on what it feeds. They then 
proceed to destroy the $500,000,000 silver dollars, as such, and to res- 
urrect them as abstractors of gold from the Treasury; that is to say, 
they destroy the United States notes in order to save the country from 
the perils of having $1,200,000,000 of currency, including the United 
States notes and resting upon them. In turn these $346,000,000 rest 
upon the $100,000,000 of gold in the United States Treasury. Then 
they immediately proceed to destroy these silver dollars as such and 
resurrect them. In addition to the paper money now in the country, 
and in addition to the bank currency, their bill will call for from 
$200,000,000 to $500,000,000 to add to our $1,200,000,000. Adding this 
$300,000,000 bank currency to the $500,000,000 silver dollars, and 
this to the $1,200,000,000 paper now out, makes $2,000,000,000. This 
$2,000,000,000 is to rest upon the $500,000,000 of the gold redeemable 
silver dollars, and these silver dollars in turn rest on only $25,000,000 
of gold in the Treasury. 

FINANCIAL VriSDOM OF THE HILL-FOWLER BILL. 

That is to say, we now have $100,000,000 of gold in the United States 
Treasury to redeem $1,200,000,000 of currency, or eight and one-third 
per cent of gold to each dollar of paper. 

The Hill-Fowler bill proposes to add fromtwo to four hundred millions 
in bank paper and our $500,000,000 silver, as abstractors of gold from 
the Treasury, and rest that $2,000,000,000, more or less, ultimately on 
$25,000,000 of gold in the Treasury, or one and one-quarter per cent 
of gold to each dollar of paper. 

Of course this statement will surprise the authors of the bill more 
than anyone else who reads it. Their bills bear no internal evidence 
of any section of them having been brought to the practical test of be- 
ing carefully ^' worked out " by trying any one of them on to our present 
system as modified by them, while every section, paragraph, and line 
of the Walker bill shows it to have been subjected to that test. Should 
every dollar of the United States notes be destroyed by the working of 
the Hill-Fowler bill, all the gold would then be released from the 
United States Treasury except $25,000,000, which is set aside to redeem 
$500,000,000 of silver dollars. Is it wise to retire $346,000,000 United 
States notes and $100,000,000 gold, and to substitute $500,000,000 in 
silver and $25,000,000 in gold in their identical office I 

BANKING CONDITIONS IN BUBAL SECTIONS. 

At this point the question will naturally be asked by those who live 
in sections of the country that have not felt the hardshi]) of the pres- 
ent banking law: Why is there any need of amendments to relieve the 
present situation other than to "reduce the tax on currency," and to 
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"allow banks to issue currency to the par of bonds,'' and to "allow 
national banks with as little as $25,000 capital in places of 4,000 people 
or less," as the bankers have been asking to have done for twenty 
years! 

First, under the present law banks of small capital, or of $100,000 capi- 
tal, for that matter, can not exist where there are now no banking facili- 
ties, and the three amendments proposed would in no way improve 
present conditions, so as to permit them to exist. 

On the other hand, to "repeal half the taxes on circulation," and 
" allow banks to issue currency up to the par of bonds," would still 
further reduce interest where it is now lowest and increase interest 
where interest is now the highest. It would have exactly the opposite 
effect of the rational amendment of the law provided in the Walker 
bill, viz, to halve the present rates in strictly country districts while 
not materially reducing or increasing interest rates in city districts. 

INTEREST DOUBLE NORMAL RATB. 

To-day interest on bank loans in country districts is nearly double 
the normal rate, and made so by the law, while they are at the same 
time made a small fraction lower to borrowers of city banks by the law. 
Under the present law, the normal rate of interest on the same secur- 
ity on the same time and on the same amount would be about 2.98+ per 
cent in the three central reserve cities, were no interest paid on deposits, 
as compared with 7.34 per cent in country districts, and these relative 
rates are compelled by the law; that is to say, they would be were there 
any strictly country banks, but there is not one strictly "country bank'^ 
to-day. They can not exist under the law as it stands. Under the 
Walker bill, with the currency provided therein, the rate would be 4.55 
per cent in the country as compared with 2.98 per cent in the central 
reserve cities. 

BANK CAPITAL. 

Persona will hardly put their capital into a bank unless they are 
reasonably certain of receiving 6 per cent dividends on the bank stock. 
In order to show the rates of interest banks must charge under the 
present law, under the Hill-Fowler bill, and under the Walker bill te 
pay 6 per cent on the bank stock, I have worked out the following 
examples of the practical working of the three systems: 

In the case of No. 1, formed under the present law, a country bank 
would be compelled to charge 7.34 per cent on its loans to pay 6 per 
cent dividends on its stock, or 1.34 per cent more than the stockholders 
could individually loan their money for and get 6 per cent, while a city 
bank could loan for 2.984- per cent and pay 6 per cent dividends. 

In the case of No. 2 a Hill- Fowler bank in a central reserve city could 
pay 6 per cent dividends on its stock and loan money at 3.03+ per cent* 

But it is shown in the case of No. 3 that a Hill- Fowler country bank 
must charge 6.0 4- per cent to pay 6 per cent on its stock. A rate of 
interest of 6 per cent would not make it an object to form a bank. 

But No. 4, a Walker country bank, could loan money at 4.55 per cent 
and pay 6 per cent dividends. 

No. 5 shows a central reserve city bank can loan money at 2.98 per 
cent or at less rates under the Walker bill thau under the Hill- Fowler 
bill. 
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Fo. 1. 
PRESENT LAW, COUNTRY BANK. 

Capital $150,000.00 

Deposits 57, 143. 00 

Circulation, 90 per cent of $37,500 bonds 33, 750. 00 

Total 240, 893. 00 

Deductions: 

Paid for $37,500 bonds, at $113.55 $42, 581. 25 

5 per cent redemption paid on $33,750. . . 1, 687. 50 
15 per cent reserve on $57,143 deposits. - . 8, 571. 45 
20 per cent currency not in circulation 6, 750. 00 

69, 590. 20 

Possible loanable funds 181,302.80 

Beceipts: 

Interest on $42,581.45 paid for bonds, at 2.4 per cent . . 1, 021. 95 

Interest on $181,302.80 loans, at 7.34+ per cent . 13, 315. 55 

Exchange account 1, 000. 00 

Total 15,337.60 

Expenditures: 

Tax on circulation, 1 per cent $337. 50 

Salaries, etc 6, 000. 00 

6 per cent dividend on $150,000 stock 9, 000. 00 

$15,337.60 

PRESENT LAW, CENTRAL RESERVE CITIES. 

Capital $150,000.00 

Deposits 650,000.00 

Total 800,000.00 

Deductions: 

United States bonds, or 2.4 per cent capital, 

$3,600, cost $4, 087. 80 

Eeserve required 162, 500. 00 

166,587.80 

Possible loanable funds 633,412.20 

Receipts : 

Interest on cost of bonds $4,087.80, at 2.4 per cent. . . 98. 11 

Interest on $633,412.20 loans, at 2.98 + per cent . 18, 901. 89 

Exchange account 2, 000. 00 

Total 21,000.00 

Expenditures: 

Salaries, etc $12, 000. 00 

6 per cent dividends on $150,000 stock. . . 9, 000. 00 

21, 000. 00 
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HILL-FOWLEB, CENTRAL RESERVE CITY BANK. 

Capital $150, 000. 00 

Deposits 650,000.00 

Total 800,000.00 

Deductions: 

United States bonds required, equal to 2. 4 
per cent of capital, or $3,6005 market 
price, $113.55 ; cost of bonds $4, 087. 80 

12.8 per cent of capital, or $19,200 of 
United States notes exchanged tor "re- 
serve note," $19,200, and 5 per cent re- 
demption fund 960. 00 

Eeserve required 162,500.00 

167,547.80 

Possible loanable funds 632,452.20 

Beceipts: 

i per cent paid on reserve notes taken 96. 00 

Interest on cost of bonds, $4,087.80, at 2.4 per cent. - 98. 11 

Interest on $632,452.20 loans, at 3.03+ per cent . 1 9, 180. 89 

Exchange account 2, 000. 00 

Total 21, 375. 00 

Expenditures: 

Tax, J per cent on $150,000 capital $375. 00 

Salaries, etc 12, 000. 00 

6 per cent dividend on $150,000 stock 9, 000. 00 

21, 375. 00 

Fo. 3. 

hill-fowler country bank. 

Capital $150,000.00 

Deposits 57, 143. 00 

Circulation 150, 000. 00 

Total 357, 143. 00 

Deductions: 

5 per cent on $60,000 " reserve notes" $3, 000. 00 

5 per cent on $60,000 " bank notes" 3, 000. 00 

5 per cent on $90,000 "currency notes". . . 4, 500. 00 
Paid for 40 per cent to capital bonds re- 
quired, at $113.55 68, 130. 00 

Eeserve required 8, 571. 00 

Eedemption ftind on $90,000 1, 000. 00 

20 per cent currency not in circulation 30, 000. 00 

118.201.00 

Possible loanable funds 238, 942. 00 
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Receipts: 

i per cent paid on reserve notes taken $187. 50 

Interest on $68,130 paid for bonds, at 2.4 per cent. . . 1, 635. 12 

Interest on $238,942 loans, at 6.0+ per cent.. 14,352.38 

Exchange account 1, 000. 00 

Total 17,176.00 

Expenditures: 

Tax of 6 per cent on $30,000 currency notes . $1, 800. 00 

Tax of J per cent on $150,000 capital 375. 00 

Salaries, etc 6, 000. 00 

6 per cent dividend on $150,000 stock 9, 000. 00 

17, 175. 00 

iNTo. 4. 

WALKER COUNTRY BANK, 

Capital $150,000.00 

Deposits 57, 143. 00 

Circulation 150,000.00 

Total 357,143.00 

Deductions : 

5 per cent redemption fund, $120,000 cur- 
rency in actual circulation $6, 000. 00 

15 per cent reserve on deposits 8, 571. 45 

20 per cent currency out of circulation 30, 000. 00 

44, 571. 45 

Possible loanable funds 312, 571. 56 

Beceipts: 

Interest on $312,571.55 loans, at 4.55+ per cent . 14, 240. 00 
Exchange account 1, 000. 00 

Total 16,240.00 

Expenditures: 

Tax on $120,000 in actual circulation 0.2 per 

cent 240. 00 

Salaries, etc 6, 000. 00 

6 per cent dividends on $160,000 capital . . 9, 000. 00 

15, 240. 00 

iNTo. 5. 

WALKER central RESERVE CITY BANK. 

Capital $150, 000. 00 

Deposits 650, 000. 00 

Total 800, 000. 00 

Deductions: 

Reserve required 25 per cent of deposit 162, 500. 00 

Possible loanable funds 637, 500. 00 
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Eeceipts: 

Interest on $637,500 loans, at 2.98— pee cent. . $19, 000. 00 
ExchaDge account 2, 000. 00 

Expenditures: 

Salaries, etc $12,000.00 

6 per cent dividends on $150,000 stock ... 9, 000. 00 

21, 000. 00 

These examples of six banks show that country banks can be formed 
under the Walker bill and loan money at half to two-thirds the rates 
of interest charged by banks on loans at the present time, namely, at 
4.55 per cent. They show also that the interest rates by country banks 
formed under the Hill-Fowler bill must be 31 per cent higher than 
under the Walker bill. 

It will be noticed in example No. 2 of a Hill-Fowler city bank, 
that the "reserve" required in cash in city banks is $162, 500 

The "reserve notes'' the city bank must pay for in 
United States notes are about one-half what the 
country bank must buy, or $19, 200 

The gold the bank must have in its own vaults is. . . 81, 250 

100,450 



Balance 62, 050 

Thus the city bank can keep all its "reserve notes" in its own 
vaults and with its gold still use any lawful money for 62, 050 

It would not be possible for any one to make a demand upon this 
city bank for one dollar of gold. So it would be with every reserve 
city bank in the country under the Hill-Fowler bill. 

Take example No. 3 of a Hill-Fowler country bank and the situation 
is reversed. It will be seen that the "reserve" required is $8,571, 
while the bank must buy double the "reserve notes" the city bank 
buys. Only two-fifths of this reserve is required to be in cash 5 the other 
three-fifths may be in amounts due the bank from other banks, and only 
one- fifth or $1,714.20 in gold. 

It figures out as follows: 

The "cash reserve" required is $3,428.40 

$1,714.20 to be in gold. 
The "reserve notes" the' bank must pay for in 

United States notes are $37, 600. 00 

The gold the bank must have in its own vaults is 1, 714. 20 

39,214.20 

Its "reserve notes" in excess of those it can use in its cash 
reserve are 35, 785. 80 

It will also be observed that the country bank must invest $68,130 in 
United States bonds and take out bank notes more than sixteen times 
as much as the city bank with the same capital. The city bank is only 
required to invest $4,087.80 in bonds. The city bank will not bother 
with any currency. It cuts no figure in its business. But the country 
bank must pay out this $35,785.80 "reserve notes" and also its $37,500 
"bank notes," a total of $73,500. This paper money always finds its 
way into the city banks to be by them exchanged for the gold of the 
country banks in redemption and then returned to the country banks. 
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The Hill-Fowler bill forbids the massing of gold to secure in com- 
bination the maintenance of parity. 

The Walker bill carefully provides for massing all the commercial 
gold in the country in the National Clearing House in Kew York and 
also in 8an Francisco in order to make sure the maintenance of parity 
as is now done under the present law. Not a dollar of gold can be had 
today, nor for thirty years, in redemption of a United States note^ 
from the United States Treasury in Washington. Only in New York 
and in San Francisco can it be had. Only by this massing of gold can 
parity in gold redemption be maintained. 

The Hiu-Fowler bill, on the other hand, divides the gold into driblets. 
Tn banks of $25,000 there would be about $285.71 in gold and so on up. 
In a bank of $100,000 about $1,142.86. The $25,000 country bank is 
expected to redeem in gold over its own counter $26,250 paper money 
with $285.71 in gold, and the $100,000 country bank to redeem in gold 
$105,000 of its paper money with $1,142.86 in gold when some crank or 
combination of panic-stricken people makes a raid on the bank. 

The Walker bill provides for massing the gold. The amount the 
whole 10,000 banks are "required to keep" is from $200,000,000 to 
$400,000,000, in order to make the maintenance of parity absolutely 
secure, and leave the country banks to redeem the currency they issue 
as they choose in any kind of lawful money. 

There is no other possible way of safely maintaining parity with gold 
when large amounts of other *' lawful monej^" are in circulation. Our 
whole monetary system would break down in the first panic under the 
Hill-Fowler bill, and the Government would be again seUing bonds for 
gold. 

NO PROVISION FOB TRANSITION. 

Again, there is no provision made to insure safety during the tran- 
sition, were not the scheme absurd. The first country bank that trans- 
fers from the present system, under which the tJnited States Treasury 
maintains the parity, to the Hill-Fowler system, where the banks are 
to maintain parity, will have to support with its $286 in gold the 
whole $1,000,000,000 of our paper money or stop issuing its circulating 
notes. But they say no ; the Treasury will still do it. Of course it will 
still do it; but because it will always have to maintain parity, as now, 
the Hill-Fowler bill is not worth the paper it is written on. If one 
bank organized under the bill does not assume the obligation to relieve 
the United States Treasurer of maintaining parity, will two, or two 
hundred, or two thousand, or ten thousand? Just how many will be 
required to organize under the bill to remove from the Treasury the 
obligation to support the banks as to parity instead of the banks reliev- 
ing the Treasury of maintaining parity? There is no possibility of the 
banks taking upon themselves that duty. The Treasury conditions are 
made worse by it. 

Under the Walker bill not a bank organized under it assumes the 
slightest obligation to assume the maintenance of parity and thus relieve 
the United States Treasury of that burden until a certain time arrives, 
decided on by the Secretary of the Treasury, and then in an instant, at 
a signal agreed upon, every commercial bank in the country is in the 
system in a flash. All commercial banks are instantly united to main- 
tain '^parity," and the United States Treasury is as thoroughly relieved 
at once and forever from all responsibility as to paper money or coin 
money, other than police supervision, as is Smith, Brown, or aiiy other 
citizen. 
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DEFICIENCY IN BANK FUNDS. 

Very carefully prepared tables are published in the appendix to this 
report which show that the total actual capital of both State and 
national commercial banks is about $1,400,000,000, that the actual cash 
reserve held by them is $560,000,000, and the total reserve held by those 
banks is about $1,000,000,000. 

All of these banks would be brought into the national system under 
the Walker bill. 

They also show that the deficiency in 1897 in national-banking funds 
in the nine Southern agricultural States in which banks were well 
developed in 18G0, is about $284,000,000— in those nine States alone. 
It is safe to assume that had national banking been as free in these 
States — Alabama, Georgia, Kentucky, Louisiana, Missouri, Forth 
Carolina, South Carolina, Tennessee, and Virginia — as in 1860, the 
national-banking funds now in use there, in excess of what they are, 
would have amounted to $371,000,000, and would be divided as follows: 

As the masses of the people in the South during the slave period 
used comparatively little currency, checks and drafts were employed 
out of all proportion to their use in the Middle States where slavery 
did not exist. The banking funds of the Middle States were, capital 42 
per cent, deposits 16 i)er cent, and currency 42 per cent. Kesolving 
the $370,933,761, estimated deficiency in banking funds in the above 
nine States, into the component i)art8 of capital, deposits, and currency, 
the probable increase in each is shown : 

Probable increase in capital $155, 792, 680 

Probable increase in deposits 59, 348, 401 

Probable increase in currency 155, 792, 680 

-tfaBICULTUIlAL STATES. 

Taking the fifteen additional agricultural States that supported cheap 
money in 1896 — Arkansas, California, Colorado, Florida, Idaho, Kansas, 
Missi8sij)pi, Montana, Nebraska, Nevada, Texas. Utah, Washington, 
Wyoming— the deficiency in banking funds would be fully $500,000,000. 

Under the Hill- Fowler bill the improved conditions for establishing 
banks are of such a trivial character that no perceptible increase in 
banks could be made, while under the Walker bill the chances of 
improvement, based upon the banking conditions existing in 1860, would 
be such that, in a brief period, banks would be established using addi- 
tional capital, deposits, and currency to the amount indicated. 

Of course the statement is made that this banking capital does not 
exist and can not be Thad at the South and in the other agricultural 
States, because of a lack of personal property in those States. This 
has not the slightest foundation in fact. There is not a single economic 
fact to justify that statement. Deducting the value of the slaves, the 
assessed value of personal property per capita in 1860 was $85.78; in 
1890 it was $85.44. It is thought by conservative men — students of 
economic conditions of the South— that since 1890 the personal property 
has increased certainly one-quarter, and some put it much higher. It 
is thought that the personal property per capita in 1900, in the Southern 
States named, will reach $125, or more. At any rate, what we know of 
the personal property in the South gives no justification for the state- 
ment that the lack of banking funds at the South is due to the poverty 
of the people there to-day, as compared with that of 1860, but rather it 
is due wholly to the oppressive national banking law. 
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CITY BANK FUNDS. 

The population of cities in the United States having 10,000 people or 
more is 20,781,474. The total banking funds of those same cities are 
$2,283,320,423. Assuming that the banking funds in those cities serve 
half as many again people as live in those cities, it would bring the 
number of people served by that banking capital up to 31,172,211, and 
would give $73.26 per capita. 

Places in the country of less than 101)00 people have a population of 
41,840,776. Deduct from that population 10,390,737 served by the city 
banks, and it leaves 31,450,039 to be served by the banks in the places 
of less than 10,000 people, or $23.38 banking funds, or one-third as 
much per capita. 

CITY BANKS CAN NOT ISSUE CURRENCY. 

The fact that the business of the city bank is such that it can not 
issue to a profit currency notes where currency is issued on the true 
banking principle, can not be too persistently insisted upon. Where 
currency is redeemed in the natural way by a city bank, it goes into 
the city clearing house the next morning with checks, drafts, and bills 
of exchange against the bank, and in a city where business is done by 
checks and drafts, and but a very small percentage of currency is used 
in proportion to the business done, the bank has no possible way of 
keeping currency in circulation. The only reason they have been able 
to do so in the last thirty years is because no genuine country banks 
could exist under the national banking law, and therefore compara- 
tively no currency was issued in the country, and the city banks occu- 
pied with their currency the country districts, the country districts 
paying interest on what they should have had for nothing. 

This state of things would end at once under the Walker bill. 

NEW YORK CITY BANKS IN 1860. 

All the banks in iNTew York in 1856 only issued 15 per cent of cur- 
rency to their capital. It ran down to 11.42 per cent in 1860, and that 
currency was issued by those banks that had a country business, 
although located in the city. The Bank of Commerce, with a capital of 
$9,000,000, had a circulation of only $2,000, one-tenth of 1 per cent of its 
capital. The City Bank, with $1,000,000 capital, $2,000,000 deposits, 
issued no currency, while the East Eiver Bank, whose name indicates 
the business of its patrons as with stevedores and with people who 
come into the city with boats, issued only 40 per cent to its capital. 

CHICAaO BANKS. 

The Chicago banks have only 2.5 per cent of circulation to their 
capital. They hold United States bonds to an amount entitling them 
to take out $3,215,000 in circulation and have taken out only $016,365, 
of so little value is currency to city banks. If all the banks in Chicago 
were not forced to buy bonds as a license fee to do business probably 
not a dollar in currency would have been taken out. 

INJUSTICE OF 6 PER CENT TAX ON 20 PER CENT OF CURRENCY. 

The Hill-Fowler bill exhibits the result of minds exceedingly fertile 
in devising ways for depriving country sections of banking facilities, 
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one of which is to tax carrency issued in excess of 80 per cent to 
capital. 

As deposits to a city bank are to it what currency is to a country 
bank, if the currency in excess of 80 per cent to capital is to be taxed 
6 per cent, then deposits in a bank in excess of 80 per cent to capital 
should be taxed at the rate of 6 per ceot per annum to make the condi- 
tions between city banks doing business by city methods and country 
banks doing business by country methods equal. 

Capital^ surpltts, and other profit in national hanks irrthe central reserve 
cities of New York^ Chicago^ and St. LouiSj October 5, 1697. 



Oanital. surnlus* and nroftts 




$149, 796, 620 




$645, 633, 469 
119, 837, 296 


Asr&rre&rate denosits 




The Hill-Fowler bill exempts currency 
from taxation to an amount equal to 
80 ner cent of capital 


ff 






Excess of deposits over 80 per cept of 
capital 




525, 796, 173 








Six per cent of deposits in excess of 80 
ner cent of canital — tax would be 


31, 547, 770 









I^ewly formed country banks, of $150,000 paid-in capital or less, 
aggregating $150,000,000 in capital, immediately upon getting into full 
operation, the items of their funds, taking the proportions of capital, 
deposits, and circulation from the condition of the banks in the Middle 
States in 1860, would run as follows: 



Capital paid in 

Deposits 

Circulation 



Currency to 80 per cent of capital 

Excess of currency over 80 per cent to 
capital 



Tax of 6 per cent on excess currency 
would amount to 



$120, 000, 000 
30, 000, 000 



$150, 000, 000 

57, 143, 000 

150, 000, 000 



150, 000, 000 



1, 800, 000 



The tax of $31,547,770 on the city banks would be as onerous and 
unjust to them and no more so than the tax of $1,800,000 to the coun- 
try banks on any part of their currency, for currency is to couutry 
banks what deposits are to city banks. 

SAFETY OF BANKS ISSUINa CUBBENOY. 

The safety of country banks issuing a large percentage of currency 
to their capital is questioned by the framers of the Hill-Fowler bill, but 
upon examination it will be found they are much safer than city banks 
with enormous deposit accounts. A comparison of example Ko. 2 with 
No. 4 will make the matter clear. 
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CITY BANK, NO. 2. 

Besonrces: 

Eedemption fund $060. 00 

United States bonds 4, 087. 80 

Eeserve held 162, 500. 00 

Loans , 632, 452. 20 

Total 800,000.00 

Liabilities : 

Capital , , 150,000.00 

Deposits 650,000.00 

•Total , 800,000.00 

(Paid-in capital^ $76,700.) 
One-half of loans prove a total loss and the half collected 

amount to 316, 226. 10 

Eedemption fund, United States bonds and reserve 167, 547. 80 

Total assets , 483, 773. 90 

Owedepositors 650,000.00 

Without stock assessment depositors lose 166, 226. 10 

Collect the ftill assessment on the " paid-in'' stock 76, 700. 00 

The depositors still lose 13.1— per cent 89, 526. 10 



COUNTRY BANK, NO. 4. 

Eesources : 

Eedemption fand $6,000.00 

Eeserve held 8, 571 . 45 

Loans 312,571.55 

Total - 327,143.00 

Liabilities: 

Capital 150,000.00 

Deposits 57, 143. 00 

Currency in circulation 120, 000. 00 

Total 327,143.00 

One-half of loans prove a total loss and the amount col- 
lected is 156, 285. 77 

Bedemx)tion fund and reserve 14, 571. 45 

Total assets 170, 857. 22 

Pay holders of currency 120, 000. 00 

Balance remaining 50, 857. 22 

Due depositors 57, 143. 00 

Deficiency 6, 285. 78 

Stockholders assessment 4.2— per cent 6, 285. 78 
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In the case of the city bank the depositors lose 13.1 per cent of 
their deposits and the stockholders lose all their capital and are also 
assessed 100 x)er cent on the amonnt of it, and in the case of the county 
bank no one loses a dollar, bnt the stockholders lose all their capital 
and are assessed about 4 per cent on the amount of their capital. 

FAILURES OF COUNT^ BANKS. 

DuriDg thirty-three years, banks of $50,000 capital have failed for 
$8,000,000 and paid 51 per cent dividends. 

Banks with capital to above $50,000 and $100,000 capital or less have 
failed for $17,000,000 and paid 57 per cent dividends. 

Banks of over $100,000 and $200,000 capital or less have failed for 
$16,000,000 and paid 61 per cent dividends. 

Banks of over $200,000 and of $300,000 capital or less have failed 
for $18,000,000 and have paid 63 per cent dividends. 

Banks of over $300,000 and of $500,000 capital or less have failed for 
$29,000,000, and have paid 64 per cent dividends. 

Banks of over $500,000 capital have failed for $33,000,000 and paid 
66 per cent dividends. 

These figures show there is no material difference in the dividends 
paid by the different classes of banks. Under the supervision provided 
in the Walker bill not one small bank would probably fail where three 
have failed under the law as it now is. 

LOW RATES OF INTEREST, 

A low rate of interest all over the country, as in other countries, is not 
possible with separate, isolated, unsupported, and antagonistic bond 
currency banks, such as the Hill-Fowler bill provides. Solitary banks 
in any country make interest rates abnormally high in the agricultural 
portions of it, or even by combining them under the bond currency pro- 
vision of the present law, with its prohibition of " true bank currency ^ 
or under the Hill-Fowler bill, which perpetuates the embargo on banks 
and *' true paper money ^ to country districts and keeps up interest. 

When the Government issues paper money directly or robs the citi- 
zens of the capital they get together to form a bank and before the bank 
is allowed to issue currency, by compelling the bank to buy bonds to 
the amount of the paper money it issues, it makes it impossible for a 
bank to live in country districts, because to issue paper money by a 
country bank is the same to it as accepting deposits is to a city bank. 

No one thing can be suggested that collects such an enormous tax 
from the people in country districts in favor of cities. It ruins enter- 
prise in the country and drives small manufacturing into cities. 

How our national banking law cruelly robs and cruelly oppresses 
agricultural States can only be known by the most careful and pains- 
taking investigation. 

In so far as this prevails it puts the country at a tremendous disad- 
vantage and out of touch with cities. 

THE OFFICE OF BANKING. 

The existence and whole office of banking and the use of paper 
money is of civilized society and a contrivance to substitute the use of 
"credit paper obligations,^' which cost the people nothing in exchanging 
products for coin in the exchange of products, which costs 6 per cent 
per annum on all coin used. Using paper money reduces the neces- 
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Bity for coin to the lowest practical point, and this economizes expense 
by using only so much coin as it is necessary to ase, thus reducing 
expense in exchanging products to the lowest practical point. 

Banks and paper money are as necessary to modern civilization, in 
the transfer from man to man of the titles to products, as railways, 
steamships, canals, etc., are to the transfer of products themselves from 
place to place. Banks and paper money are only used to transfer the 
titles to these products. Any hindrance to or increased cost in the use 
of paper money, or of banks, by compelling an unnecessary amount of 
coin to be used, or by imposing taxes on paper money, works as much 
and even a greater injury to a community than a hindrance to or 
increased cost of the transportation of products. The small use of coin, 
in proportion to the use of banks and currency, by any people, is the 
sure evidence of its attainment in integrity, ability, acuteness — in fact, in 
civilization. Ooin to banks and currency, in transferring titles to prod- 
ucts from man to man, is as crude as to use the back of man and of the 
donkey, instead of the railways and the steamship, to transport pro- 
ducts from place to place. 

BIGHT OP THE PEOPLE TO FREELY USB WRITTEN OBLIGATIONS TO 

PAY. 

At the very foundation of the right of men to life, liberty, and the 
pursuit of happiness lies the right of men to take and to give verbal 
and written ^< obligations to pay," to be satisfied on demand in the 
future. 

To make it wholly impossible for men to exercise this right would 
relegate the race to barbarism. The right of man to unite with his 
fellows to give their joint obligation as a corporate person, to be jointly 
satisfied by them on demand, has become an inextricable part of and is 
fundamental to the continued progress of modem civilization. 

The freely uniting of a certain amount of capital of five or more men 
and the uniting of those men into a corporate person, now called a bank, 
and to continue to them the right to give and to take "obligations pay- 
able on demand,'^ has come to be recognized as a "right'' of the citizen, 
little less sacred than the right of the "sole person" to do the same 
thing. 

In the national-bank act the Government absolutely overrides this 
great and fundamental right of the citizens of this country and con- 
fiscates to its use capital collected by our citizens without the aggre- 
gating of which "exchanges of products" can not be made. This pro- 
ceeding is never justifiably resorted to excepting in case of war, and 
this is the only modern nation that has continued or made such a forced 
war loan during peace. 

COMPARISON OP THE PRESENT LAW AND WALKER BILL. 

The following in a rough way still further illustrates the workings of 
a small bank under the present law and a bank under the Walker bill, 
leaving out the confusing elements of the previous examples: 

The present law bank has a capital of $100, 000 

Buys of United States bonds 50, 000 

Hasleftof its capital 50,000 

Gtots of circulating notes 50, 000 

Has to loan • • 100,000 

B«pC ^10. 
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It then discoants notes ranning four months for $2,000 for $40 dis- 
coant each for 50 men. Each man takes a draft on New York, where 
he Owes $1,000, for the $1,00Q to pay his debt, and takes circulating 
notes for $1,000 to use in his neighborhood. This aggregates $100,000, 
all the bank has to loan. 

The bank must get interest at the rate of 6 per cent per annum on 
the fifty notes it discounts to pay 6 per cent dividends on its stock. 

The Walker bank has a capital of $100, 000 

It issues its own circulating notes to the amount of 100^ 000 

Has to loan 200,000 

It then discounts the notes running four months of $2,000 each for 
$20 each (for double the number or) for 100 men. Each man takes a 
draft on New York for $1,000 to pay what he owes in New York, and 
the circulating notes issued by the bank for $1,000 to use among his 
neighbors. This aggregates $200,000^ all the bank has to loan. 

The bank only needs to get interest at the rate of 3 per cent per 
annum on the 100 personal notes it discounts to pay 6 per cent on its 
stock. 

The premium on the United States bonds, taxes, sinking fund, etc., 
are so much that no money can be made on currency taken out on bonds. 

The Walker bank does the equivalent of this, viz, it charges 6 per 
cent on the amount of its own capital it loans to the farmer on his 
$2,000 note, say, $20 on the $1,000; and on the other $1,000 it charges 
no interest, but exchanges its own circulating notes for the four month 
note of the farmer in consideration of the $20 the farmer paid him on 
the whole loan. 

If the Government issued all the paper money we used, and all the 
coin money, and no checks or drafts were used, interest would have to 
be from one-half more to double what it would be were we to use no 
Government paper money and as little coin money as we can get along 
with, but used instead all the *^bank paper money " the people were will- 
ing to use, that the banks could keep at par with coin. 

Under the Walker bill interest would not be materially higher or 
lower in cities, so little paper money can be used in cities. City busi- 
ness is mostly done with checks and drafts. Country people can not 
use checks and drafts to any great extent. They can only use "bank 
circulating notes'' currency, which is to them the same as transferable 
certificates of deposits. The longer banks exist in a town, the more 
checks and drafts are used. Bank notes are the "deposits'' of the 
farmer in the banks as technical "deposits" are such to the city 
merchant. 

Under the Walker bill 3,000 country banks would soon be established 
where there are no banks now. The farmers can scarcely borrow a dol- 
lar now, in many sections of the country, on their crops of hogs, corn, 
wheat, cotton, hay, etc., soon to be marketed. They could borrow 
money of Walker banks for half what it could be borrowed for now of 
banks under the present law, could such banks be established under 
the present law, which is not possible. 

ISSUE OF PAPEB MONEY BY GOVERNMENT AND BY BANKS. 

When the Government issues the money, greenbacks, Treasury notes, 
etc., or requires a bank to buy bonds to get it, a bank can only get it 
by parting with an amount of capital equal to the amount of such 
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moDey it gets into its vaults. The rates of interest are not reduced to 
the people by the use of Government money, whether it be paper money, 
silver money, or gold money. 

When all banks issue their own paper money, as under the Walker 
bill, and any live reputable citizens can make a bank in such a way that 
the Government can compel the banks themselves to keep this paper 
money at par with silver dollars and gold dollars, competition among 
banks will make interest charged by these country banks that make 
this money as much lower than when they use Government currency as 
the amount of this paper money they use bears to the total amount of 
the loans of these banks. That is to say, irom one-third to one-half 
lower rates of interest, after deducting what it costs the banks to keep 
their paper money at par with silver dollars and gold dollars, which is 
only a trifle. 

When banks issue their own circulating notes the bank gets current 
rates of interest on all of its notes that are out of its possession and is 
compelled by competition thereby to charge Jower rates of interest. 
The amount of such total lessened interest is the interest earned by its 
notes when out. When such notes are in its own vaults it is losing 
nothing by having them, for they cost nothing. 

When the Government issues all money, say greenbacks, Treasury 
notes, etc., or silver dollars and gold dollars, the total interest on 
money loaned by banks that they are compelled to charge all custom- 
ers is as much more than under the Walker bill as current rates of 
interest on the whole amount of such money. A bank can only get 
Government moneys by having its capital depleted by every dollar it 
has of it in its vaults. Therefore the current rate of interest on it is 
lost while it is idle in the bank. The only way the bank can stop loss 
of interest on it is by "unloading it" on other banks or on the 
borrowers of the bank. When the borrower has it the bank is making 
no profit on it to enable it to reduce interest rates to the farmer. This 
is why more and more money is being used by clearing houses in paying 
balances. 

WALKER BILL CONFORMS TO THE SUFFOLK SYSTEM. 

The Walker bill conforms to the old Suffolk system of New England 

from 1840 to 1864 in issuing currency by banks and to that of all other 

countries except the United States. 
The truth of the statement made is shown by trying our system by 

the facts. 

We have an excessive amount of coin — certainly from 
$400,000,000 to $800,000,000 more than there is any 
economic demand for — ^but putting it at the lowest 
amount there is an excessive amount of coin of $400, 000, 000 

We have paper money earning the banks nothing 1, 100, 000, 000 

Total 1,500,000,000 

Interest on national-bank loans is necessarily higher than normal, 
provided our paper money was ^' true bank currency" issued against the 
assets of the bank as paper money is issued in every other country, as 
$1,500,000,000 plus $2,000,000,000 loans = $3,500,000,000 is to $1,500,- 
000,000, or 42.8 per cent. This shows that with the banks issuing 
currency and submitting the volume of coin to economic laws inter- 
est rates would be reduced from 6 to 3.43 per cent. This considers only 
national banks. 
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Adding the $700,000,000 loans of State banks it makes $4,200,000,000 
to $1,500,000,000 earning no income. Including these the rate of inter- 
est would be reduced 36.7 per cent, or from 6 to 3.86 per cent. 

Of course this is only approximately correct, as no account is taken 
of "current redemption" and expenses of many kinds, or of the sums 
of paper money not in circulation, but these do not very materially affect 
the result. It still remains that by enacting the Walker bill, interest 
rates would be reduced in approximately the proportion indicated, and 
almost wholly in country districts. 

LOANS TO CAPITAL AND DEPOSITS. 

That the results shown in the six examples of banks under the pres* 
ent law, under the Hill-Fowler bill, and under the Suffolk system of 
the Walker bill are substantially correct is proven by the actual expe- 
rience of banks in the total loans by banks in proportion to their total 
capital and deposits in 1896 as compared with 1856. There are only 
two sources of loanable "funds" to a bank when it can not issue its 
own currency against its assets, viz, capital and deposits. There are 
three sources of loanable ^^ funds "to a bank that can issue its own 
currency against its assets, viz, capital, deposits, and currency. All 
banks before 1864 freely issued currency against their assets with like 
results of low interest rates in all the States. 

I give only a few samples: 



Maine loaned to capital and deposits 

Vermont loaned to capital and deposits 

New York, outside of New York City, loaned to capital 

and deposits 

The six New England States, including Boston, loaned 

to capital and deposits 

North Carolina loaned to capital and deposits 




1856. 



Per cent, 
130 
157 



166 

125 
162 



This is the inevitable result in all agricultural sections when a bank 
can issue its own currency. This shows that money can be borrowed 
at one-third to one-half lower rates when banks can issue currency as 
provided in the Walker bill. 

On the other hand, the advantage given cities under the national 
banking law and under the Hill-Fowler bill, in oppression of farming 
districts, is conclusively proved by the fact that while New York City 
could loan only 88 per cent to her capital and deposits in 1856, she loaned 
97 per cent in 1896, 10 per cent more in 1896 than in 1856 ; while Maine 
loaned 35 per cent less, Vermont, 99 per cent less; New York State 
outside New York City, 113 per cent less; North Carolina, 85 per cent 
less; and the six New England States, including the city of Boston, 
43 per cent less than in 1856. 

Notwithstanding these facts, which were before them when the Hill- 
Fowler bill was compiled, they propose to continue their oppression of 
the farming communities with little or no relief for four years, and then 
dribble out relief for four years more, were their bill workable^ which 
it is not. 
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HOW MUCH CURRENCY SUFFOLK-SYSTEM BANKS ISSUEB. 

"So better banking system ever has been seen than that of l^ew 
England from 1840 to 1864, known as the "Suffolk system." It was 
precisely what is proposed for the whole country in the Walker bill. 
The specie held was 13 per cent to currency issued, and 8 per cent to 
currency and deposits. 

Provisions in the various States were as follows: 

IN MAINE. 

Banks not to issue currency in excess of their capital paid in, plus 
the specie in their vaults. Specie deposited in Suffolk Bank, Boston, 
to be counted as in their own vaults. Penalty tax of 24 per cent per 
annum on all currency in circulation during suspension of specie 
payments. 

NEW HAMPSHIRE. 

Fearly the same as Maine. 

VERMONT. 

Banks may issue currency to an amount double that of their capital. 
Penalty tax for suspension of specie payments of 12 per cent per annum 
on currency in circulation. Penalty tax of 1 per cent per annum on 
capital if bank fails to redeem its notes either in Boston or !N^ew York. 
Failure to redeem in one or the other of the cities for ten days incurs 
tax for the whole year. 

MASSACHUSETTS. 

Substantially the same as Maine and Kew Hampshire. 

BHODE ISLAND. 

Substantially the same as Massachusetts. 

CONNECTICUT. 

May issue currency to amount of capital — must keep specie equal to 
10 per cent of deposits and currency in circulation. Deposits of funds 
in a New York or Boston bank to be counted as specie against deposits 
and currency, when the currency is redeemed in Boston or New York. 

It will be seen that the provisions of the Walker bill are substan- 
tially the same as these. 

The Walker bill penalty tax for failure to maintain "parity'' is one- 
lialf of 1 per cent per annum imposed on deposits in order to make 
the penalty fall equally on all banks. It is on deposits especially that 
specie should be maintained. It is depositors, not holders of currency, 
who ship specie abroad and who demand gold. If the penalty tax is 
put on currency the city bajiks would wholly escape the tax. The 
Hill-Fowler bill imposes no penalty for failure to maintain parity. 

INJUSTICE TO COUNTRY PEOPLE IN PRESENT LAVTS. 

Our country people have been so outrageously abused in the banking 
laws of the country in being deprived of banking facilities during the 
past thirty years that the very knowledge of "true banking'' and 
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"true currency^ has been lost oat of the country. This most popular 
and usefdl agency known to civilization, viz, the bank, for loaning 
capital to the people, is hated and hissed, and justly so, were the 
banks themselves responsible for this outrageous banking system. It 
is hated for not doing what it is forbidden by law to do, and not for 
what it does. I stand by the country granger in his protest against his 
oppression rather than with the makers of Hill-Fowler bills, who, know- 
ing their oppression, "keep the word of promise to the ear and break it 
to the heart." " Four years hence we will begin substantial relief and 
you will get it in eight years." They aggravate the curse by saying to 
him, "Go and come again and to-morrow I will give, when thou hast it 
by thee." Wait, wait, wait, until four years hence, eight years hence, 
eleven years hence ! We are here under oath to legislate for the relief 
of our people now, and not to legislate to take effect in the days when 
our children will wear the mantle of authority and we are in our graves. 
I know strong language is not argument, but there are times when 
men do not serve tlieir fellowmen unless they use language strong 
enough to clearly characterize outrageous conditions and conduct. 
Even the Great Teacher characterized persons who bind heavy burdens 
grievous to be borne and lay them on men's shoulders and then do not 
touch them with so much as their little finger. 

RELATIONS OF CITY AND COUNTRY BANKS. 

Cities are built up by building up the country, and cities decay when 
the country districts decay. 

The country banks are as necessary to the city banks as the mountain 
springs, their streams, and branches are to great rivers, and the country 
bank is as essential to the prosperity of the country as the city bank 
to the prosperity of the city. 

The whole framework of every bill presented to the Committee on 
Banking and Currency, excepting the Walker bill, is drawn in despite 
of this axiom. 

The prosperity of the cities can only be in the prosperity of the agri- 
cultural — ^the country — districts of the nation. 

^ Every bill presented to the Committee on Banking and Currency, 
excepting the Walker bill, denies this proposition. 

The oppressions, the rank injustice to the agricultural sections of the 
country perpetuated in the existing national banking law more than in 
the errors in legislation in all other national and State laws combined has 
contributed to the depopulation of the country and the uneconomic and 
undesirable swelling of city populations. 

Men can not borrow money of individuals or of the officers of a bank 
they do not know, do not meet in their homes, in their churches, in 
their lodge rooms, in their trading, in the daily walks of life, etc. It is 
so in the country as much and no more than in the city. Country 
people can not borrow in cities or in large towns twenty miles from 
home — in other words, where they are not intimately known — excepting 
those with rare and exceptional means of acquaintance. 

CITY BANK VERSUS COUNTRY BANK. 

A strictly city bank in a reserve city, satisfying the infinite variety 
of wants of its customers, with its large individual deposit account, 
complex business expedients, and many forms of money obligations, 
difiers very widely from a strictly country bank satisfying the limited 
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wants of its customers, with its large volume of circulating notes in tlie 
place of individual deposits, simple business expedients, and few forms 
of money obligations. They are as much alike and unlike as a Broad- 
way omnibus and a McCormick reaper. Both are drawn by horses and 
men ride on both. The city bank with its way ot doing business would 
be as usel^l in a rural community, or a country bank in a reserve city, 
as a reaper on Broadway or an omnibus in a wheat field. 

The Hill-Fowler bill provides only for the omnibus, and the making 
of the reaper under it is impracticable. 

Under the Walker bill both are kept constantly in view. Both can 
be constructed, and each used with equal advantage in its proper place. 

RELATIONS OF CAPITAL TO BANKING. 

« 

In proportion as communities are advanced in both wealth and cul- 
ture is capital aggregated in banks for the convenience of each and 
every citizen who, without capital, has suflBlcient integrity, ability, indus- 
try, and wisdom to make it reasonably certain that he will return the 
capital borrowed and what is agreed upon as interest or rent for its 
use. In modern society business can not be profitably done without 
nearly every doer of it has a partner in the enterprise, viz, the bank. 
Through borrowing of capital from a bank, and that only, it is made 
possible for the worthy poor boy of to-day to conquer to-morrow the 
place of the rich man of to-day. 

These aggregated banks are of two kinds, and each bears a certain 
proportion to the aggregate of wealth. 

1. The commercial banks, or "banks of deposit, loan, and discount,'^ 
have to do wholly with personal property, and have capital and cash 
to about $2,000,000,000 to $26,000,000,000 total of personal property. 
Their aggregate capital is about 8 per cent to the total of personal 
property in the country. Adding $2,680,367,000 deposits and 
$1,000,000,000 currency, it will carry the percentage of banking funds 
to total personal property up to about 22 per cent banking funds to 
total personal property. 

2. Trust companies of various names and kinds, such as savings 
banks, loan and trust companies, life insurance companies, etc., have, 
to do wholly with realties, and have a capital of about $8,000,000,000 
to real estate property of $40,000,000,000, their aggregate capital being 
20 per cent to the real estate in the country. 

Capital ceases to be capital when it ceases to afford an income. Cap- 
italists therefore are always hunting for young men of integi'ity, ability, 
and industry who will borrow capital of them and pay a small rental 
on it, while the borrower of this capital makes a new fortune for him- 
self in using the borrowed capital to develop the country. 

These reservoirs of capital are the only things in civilized society that 
enable the man owning no capital to compete with the capitalist. Any- 
thing that hinders or in any way prevents the aggregating of capital in 
any community for the purpose of devoting it to loans to the worthy 
man who has no capital or not sufficient capital for useful, safe, and 
legitimate business, or increases interest on capital, is a fearful curse 
to the country. Very careful and conservative estimates show that the 
agricultural and surburban sections of our country are deprived of 
$800,000,000 of banking funds, as compared with their per capita and 
city per capita bank funds, as compared with their bank funds to their 
personal property in 1860 and to-day, or fully 15 per cent to the total 
bank funds in the country. The Hill-Fowler bill provides the begin- 
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nlng of a modicum of relief to these people in foar years, to be consum- 
mated in eight years. This Unal relief is so small at the best as to be 
unworthy of the effort, and this promise even is of very doubtful ful- 
fillment. 

Under the Walker bill the relief in the additional banking funds to 
the sections of the country now destitute would surely come, and at 
once. 

*BILIi H. R. 10339 AS COMPARED WITH BILL H. R. 10333. 

I am constantly met with the statement, "Your bill is too long; why 
don't you make it shorter and more simple?'' as if a bill dealing with 
the most complex and worst financial and bank system any civilized 
nation ever had, and at the same time maintained parity, according to 
the testimony of writers on finance and of financiers of great experi- 
ence, such as Hon. Lyman J. Gage, Secretary of the l^easury; the 
Hon. Charles S. Fairchild, ex-Secretary of the Treasury; the Hon. 
James H. Eckels, ex-Oomptroller of the Currency, and many others, 
could be "as simple as simple can be." 

Certainly bill H. E. 10339 is short and simple enough. I drew it to 
accomplish two things: To show how unreasonable is the remark 
quoted, and second, to show how simple a bill would have accomplished 
in 1866 to 1870 precisely what my bill will accomplish to-day. If it had 
been passed then it would have saved the country firom a sea of troubles. 
Had such a bill as H. E. 10339 been passed on April 12, 1866, with the 
bill of that date authorizing the Secretary of the Treasury to sell bonds 
to secure funds to cancel '' United States notes not to exceed $10,000,000 
in the first six mouths and $4,000,000 per month thereafter," our diffi- 
culties would have ended then and there. It was all the legislation 
needed then. It would be all the legislation needed to day had we no 
silver dollars, no United States notes, and no Treasury notes. The law 
of July 12, 1866, authorizing the retirement of the United States notes, 
would not have been repealed, as it was in January, 1869. 

Walker bill H. E. 10339, in the conditions of 1866 to 1873, is the 
financial and banking equivalent of Walker bill H. E. 10333 in the con- 
ditions of 1898. 

Had bill H. E. 10339 passed any time previous to January 14, 1875, 
the legislation of that date again passed to retire the United States 
notes would not have been again needed and again passed only to be 
again repealed on May 4, 1878. 

Had our statesmen of that time enacted such a bill the Kew England 
banks would have returned immediately to the Suffolk system of cur- 
rent redemption in Boston, a "large central commercial city," which 
the present law most foolishly and viciously forbids. 

New York would soon have joined New England, and every State 
bank in the country would have been brought into the system precisely 
as the Walker bill provides for to day, and New York would soon have 
taken the place for the whole country that Boston held for New Eng- 
land up to 1864. 

In fact, that bill at that time would have given the country, by the 
necessary but voluntary combination of the banks in the country, pre- 
cisely what the Walker bill would give the country to-day. There can 
be no doubt that the banks themselves, without any action of the 

*0n pp. 240, 241. 
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United States Treasury under bill H. E. 10339, would have resumed 
specie payments long before 1870, when the premium on gold touched 
14.9, and run down in 1871 to 11.7, etc., and up again to 16.1 in 1875. 
Had such a bill as H. R. 10339 passed any time between 1866 to 1878, 
every citizen would have had his " right to life, liberty, and the pursuit 
of happiness '' in money matters restored to him. 

All business men, merchants, manufacturers, farmers, bankers — all 
classes — were clamoring for resumption of specie payments ever after 
1866, and they directed and controlled the banks. The banks had two 
to three times the gold during the whole period from 1867 to 1879 that 
Secretary of the Treasury Sherman had in the United States Treasury 
when we resumed in 1879. As a matter of fact, to the banks belongs 
the credit of the conditions making resumption of specie payments by 
Secretary Sherman possible in 1879. 

While it is true that without the hearty and most active assistance 
of the banks Secretary Sherman could not, by any possibility, have 
resumed specie payments in 1879, it is also true that had the Govern- 
ment rendered no assistance whatever the banks could and would have 
resumed long before 1873 under such a bill as H. E. 10339 as surely as 
the banks can and will maintain parity between silver dollars and gold 
dollars and between all our paper money and specie to-day under 
Walker biU H. R. 10333 as law, for there is no conceivable relief except- 
ing under a law drawn on the lines of the Walker bill. 

The Walker bill is simplicity itself as compared with any other gen- 
eral bill that has been before the Committee on Banking and Currency. 
It is as unjust to criticise the Walker bill of to-day because it is long 
enough and none too long, and complex enough and none too complex, 
to meet all the chaotic and complex conditions that do exist to-day, and 
to surely settle them, and without the slightest shock to our financial 
and banking conditions during the transition, even during a panic, as it 
would have been to have criticised the Walker bill, H. R. 10339, offered 
before 1876, because it "was not long enough" and "complex enough '^ 
to meet conditions not then chaotic and not complex. 

A condition a hundredfold more difficult than confronted Alexander 
Hamilton and Albert Gallatin in this country or John Locke or Sir 
Isaac Kewton in England can not be settled by ratiocination, as is 
attempted by the framers of the Hill-Fowler bill. To solve the problem, 
patient investigation and severe study are necessary to the brightest and 
ablest men. Late comers are welcome, but the Hill-Fowler bill shows 
the result of their insisting on taking the front seats. 

What was the Republican party doing in this matter from 1866 to 
1873! What is it doing now! What was the Democratic party doing 
from 1866 to 1873 1 What is it doing now ! 

THE SUBTBEASUBY SYSTEM. 

Fever before was a practice cx)ntinued so long after its substance had 
departed as our subtreasury system. The national subtreasury system 
as now administered, violates every principle it was established to put 
into practical operation. 

When it was established the idea of Jackson was to keep the Gov- 
ernment Treasury entirely independent of banks and to be itself in 
antagonism to banks. 

To-day it has become the fundamental and responsible bank of all 
banks in it& connection with the Kew York Olearing House, t^e 
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gaarantor of the value of all banking ftinds as well as paper money, 
and the reservoir from which is drawn, in times of monetary stringen- 
cies and panic, the gold for shipment and the gold that keeps the sol- 
vency of all banks. In fact, it has become the exact opposite of what 
Jackson made it and intended it to continue to be. The Hill-Fowler 
bill intensities its subserviency to banks as the guarantor of the value 
of their funds and the supplier of gold to banks and to brokers, both 
foreign and domestic. 

Under the Walker bill every one of these conditions would be 
reversed. The National Clearing House would be first of all the serv- 
ant of the Government and the guarantor of the Government funds 
and the receptacle of all gold and the guarantor of parity, and in torn 
the furnisher of all needed gold for domestic use or shipment, and 
this at a profit to banks, whose servant it would be. It would be able 
to protect the commercial gold in the country, as the banks of Eng- 
land, France, and Germany each protect its gold. It would also main- 
tain parity and pay out gold and silver, precisely as does the Bank of 
France and the Bank of Germany. 

BVIIiS OF SUBTBEASUBY SYSTEM. 

*^ Whatever may have been the condition of the banks of the country 
which seemed to justify the establishment of the subtreasury, it is 
to-day the greatest curse that affiicts the finances of the country. It 
not only places duties, powers, and opportunities in the hands of the 
(Jnited States Treasurer such as no human being should ever be 
intrusted with, but it compels him to do what is made a misdemeanor, 
visited with severe penalties when done by a bank, and would not be 
submitted to for a day if done by an individu;il, namely, it locks up 
the money of the people. The making of any loan upon the security 
of United States or national-bank notes, or agreeing for a considera- 
tion to withhold the same from use; in other words, the "locking up'' 
of money, is made a misdemeanor, and the bank committing the otiense 
is punishable by a fine of $1,000 and a further sum of one-third of the 
money so loaned. The officers of the bank making the loan are also 
subject to a penalty equal to one-quarter of the money loaned. 

"This provision of law is not applied to individuals, because locking 
up money is an offense they do not commit without the assistance of 
banks. These severe penalties were provided because the locking up 
of money was an injury to the public; and furthermore, the injury is in 
exact proportion to the amount of money locked up, and is not made 
any greater or less by the 'locking up' being done by a bank, an indi- 
vidual, or by the United States Treasurer. 

"Yet, in the face of the enactment of a law by the United States 
Government severely punishing a bank for withholding currency from 
circulation, it maintains the subtreasury in violation of every sound 
maxim of finance, in violation of the laws governing the banks, and in 
the face of the damage to the industries of the country admitted to be 
done by it every day of its existence, now necessarily inflating and 
now necessarily curtailing the volume of the circulating medium by the 
accumulation in or the disbursements firom the Treasury." — [Money, 
Q^ade, and Banking (p. 81), by J. H. Walker. Houghton, Mifllin & Co., 
Boton, 1882.] 

The Hill- Fowler bill would perpetuate and intensify every one of these 
Treasury abuses. 

The Walker bill would correct every one of them, and that at onoe. 
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TREASITBY CONDITIONS. 

No one who knows them would make a comparison between Hon. 
John ijr. Carlisle and Hon. Lyman J. Gage to the detriment of either. 
Each stands at the head of his profession, Hon. John G. Carlisle in 
integrity and as a lawyer and eminent parliamentarian, and Hon. Lyman 
J. Gage in integrity and as a financier and banker. Each has held the 
Treasury portfolio under a condition of deficit in Treasury receipts to 
meet Treasury expenditures. One an eminent lawyer under Hon. Grover 
Cleveland, the other an eminent financier under William McKinley. 
The strictly "Treasury conditions'' were identical under each. Under 
Carlisle confidence was destroyed by conditions entirely outside the 
Treasury proper. Because of these conditions we had the panic of 1893, 
with mined private credit, the jsale of United States bonds at ruinous 
prices, and its millions and billions of dollars in shrinkage of values and 
the wrecking of fortunes and distress of the people. Under Mr. Gage, 
even in war, confidence is assured, and by conditions entirely outside 
the Treasury proper. The Hill- Fowler bill leaves us in exactly the 
same condition as Mr. Cleveland and Carlisle found, and the same 
results will follow the same conditions. 

The Walker bill completely separates the United States Treasury 
from our financial institutions immediately and forever, and makes the 
Carlisle-Cleveland condition of 1893 impossible. 

It is no answer to cite tariffs or financial theories of administrative 
ofi&cers. Assuming that losses would occur under one tariff and gains 
under another, under the Walker bill as law they could not materially 
affect the price of United States bonds or cause a panic originating in 
the condition or administration of the United States Treasury, for the 
Treasury would be eliminated from finance and banking. Opinions as 
to the changes or threatened changes in the management of the United 
States Treasury could not affect the business of the country, for Treasury 
conditions would be fixed by law, and unalterable by a Secretary. 

Our Treasury and banking conditions would be absolutely independ- 
ent of each other, each under the management of its own offtcers, and 
neither could control or materially affect the other. 

Our financial system would then be founded upon a rock like that of 

France. Our system then would be more like that of France than that 

.of any other country, but superior to it as institutions built up from 

the bottom, like those of this country, are more enduring than those 

built down from the top, like that of France and its bank. 

When specie payments were suspended in 1870 gold went to a premium 
of only 1^ per cent in the paper money of France, and soon fell to 1 per 
cent. It did not rise again until the payment of the indemnity to Ger- 
many, and never rose above 2^ per cent premium at any time, and was 
at that point only for a short time — and this with France conquered, its 
government destroyed, and lying helpless at the feet of Germany. 

With our inexcusably vicious Treasury system, and wholly because 
of the union of our banks with the quick assets of the Treasury and 
the making of the soundness of our currency dependent on the price 
of United States bonds, a gold dollar was worth during 18G2 $1.13. It 
sold for $1.45 in paper money after Gettysburg on July 3, and after 
Vicksburg fell on July 4, 1863, and when our final victory was assured. 
After Sherman captured Atlanta, September 2, 1864, a gold dollar 
averaged to sell all through 1864 for $2.03 in paper money. Then no 
doubt existed as to the stability of the United States Government. 
During Sherman's march from Atlanta to Savannah and up to Virginia 
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Id the early spring and until Appomattox on April 8, 1865, gold sold 
for $1.67 in i)aper. 

The salvation of France when her Government was utterly destroyed 
and a Committee of Safety was trying to make terms with her conquer* 
ors camped in her capital and Germany held her chief places, the Bank 
of France stood like a shaft of marble in surrounding chaos, a beacon 
of liberty to her people. Look again at this significant fact. A gold 
dollar during all that time could be bought for $ 1.01 in French paper 
money, excepting for a few months after peace it went up in price to 
$1.02^, in her paper money, for a brief time. 

The Hill- Fowler bill is potential only in such financial humiliations for 
the future as those from 18G2 to 1879 and of 1893, as surely as under 
like conditions history will repeat itself. 

Under the Walker bill they would be impossible. It would correct 
every evil. As independent, self-sufiicient, and even stronger than the 
Bank of France is its system of union of every commercial bank in the 
country into one whole. A system democratic to each bank and still a 
unit in a completed whole. 

WASTE OF THE PRESENT SYSTEM. 

The direct and inevitable waste in the present system demands imme- 
diate action. The Treasury has only kept its place in the New York 
Clearing House and kept the parity between silver coin and gold coin 
and between our paper money and specie by keeping in the Treasury 
an average available cash balance of $204,000,000, including *' agency 
accounts,'' for the eighteen years from 1880 to 1897, inclusive — about 
$120,000,000 in free gold. Allowing for a '^ working balance" of more 
than England, France, or Germany averages to keep — say $35,000,000 — 
leaves $170,000,000. 

Collected by taxes from the people and needlessly kept in 
the Treasury, $170,000,000, worth to the people, 6 per 
cent $10,200,000 

The needless expense of the subtreasury 1, 000, 000 

Annual Treasury loss 11,200,000 

It was stated by Secretary Gage and Ex-Secretary Fairchild, and is 
conceded by all writers on finance, that all currency that is issued, as 
it is in Great Britain, France, Germany, and all other nations except- 
ing the United States, and " kept out" by banks, is earning the banks 
the rate of interest charged its customers on loans, and that it inva- 
riably lessens the rates of interest charged in the same proportion that 
the average currency actually out in circulation bears to the total 
loans and discounts of banks. Under the present banking law there 
is practically nothing made on bank currency when banks are com- 
pelled to buy bonds to get it at the prices prevailing from 1860 to 1892, 
and in any prosperous times. There is over $1,000,000,000 of paper 
money in circulation in the country. At least $800,000,000 would be 
circulated by banks if the Walker bill was made a law,- or if it was 
issued here as it is issued in all other countries, at 5 per cent, it equals 
$40,000,000. That would then be saved to the people in lower rates of 
interest on bank loans. 

At the very least estimate of the cost the direct and indirect tax on 
the people is $60,000,000 per annum. It is really many millions more, 
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mostly falling on the agricnltnral sections of the country, as large city 
banks buy United States bonds as an investment. 

Adding to this loss the premiums paid on United States bonds the 
Government was forced to buy with the taxes on the people accumu- 
lated in the Treasury, in order to save our whole banking system from 
wreck, and the losses from monetary stringencies and panics which are 
wholly chargeable to the system, it can be conclusively proven to any 
body of unprejudiced, i)lain men that hundreds of millions into the 
billions would not cover actual unnecessary and inexcusable loss in 
recent years. The conditions that prevailed in 1893 are sure to recur 
again to a greater or less extent unless the bank act is wisely amended. 
Some aspects of the situation even now are more threatening and por- 
tentous of evil than they were from 1880 to 1892. 

In view of the incontrovertible facts already stated it appears that 
the solution of our financial and banking ills is not possible by any bill 
drawn on the lines of the Hill-Fowler bill, or any bill yet presented to 
the Committee on Banking and Currency, excepting only the Walker 
bill, H. K. 10333, 

COMPARISON OF HILL-FOVrLEB BILL AND WALKEB BELL. 

The Hill-Fowler bill is written in obliviousness of the fact that bank- 
ing is wholly a voluntary business and comparatively few of those 
engaged in it receive pay. Banking law should contain no mandatory 
provision that by any safe permissible form of application of small 
pressure can be avoided. The Hill- Fowler bill is fatally mandatory in 
several matters. 

The Walker bill, in this respect, is wholly different. It sets up only 
a very few very wide boundaries and allows banks to manage their own 
business in their own way as far as it is safe to the people who borrow 
money from them. 

The Hill- Fowler bill does not relieve the United States Treasury 
from the current redemption of every form of paper money and from 
any responsibility whatever for maintaining the parity of our various 
kinds of money. 

The Walker bill securely does both. 

The Hill-Fowler bill does not devolve these duties upon the banks of 
the country. 

The Walker bill securely does it. 

The Hill-Fowler bill does not allow banks to issue "true bank cur- 
rency," viz, currency against their assets, to any proportion that would 
foster country banks. 

The Walker bill allows its issue to the amount of the capital of the 
bank. 

The Hill-Fowler bill makes no attempt to securely unite all the com- 
mercial banking associations of the country into one compact system to 
securely and safely do the things it proposes. 

The Walker bill securely does it. 

The Hill-Fowler bill runs counter to all writers on finance and the 
judgment of practical financiers and bankers, who all wxvee in the fol- 
lowing as of the first importance in providing a paper money currency, 
viz, that it shall be^ 

1. Safe. 

2. Freely issued* 

3. Abitndant. 
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4. UTiiform, 

5. Elastic. 

The currency provided in that bill fails at every point. It is far from 
being as safe in being gnaranteed by the Government as that of the 
Walker bill. It is neither as freely issued, as abundant, as uniform, 
nor as elastic. 

MONEY IN EXISTENCE. 

The Hill-Fowler bill takes the six kinds of paper money: * 

1. United States notes (legal tender) $346, 681, 016 

2. Treasury notes 101,575,280 

3. Currency certificates 29,130,000 

4. National-bank notes 228,203,926 

5. Gold certificates 37, 466, 149 

6. Sil ver certificates 398, 768, 504 

Legal tender coin : \ 

8. Gold 760,274,281 

9. Silver 461,180,422 

and proposes to destroy three kinds of this paper money, United States 
notes and gold certificates and national bank notes, and substitute 
three new kinds, all "bank currency" notes: 

National reserve notes, 

National-bank notes, 

National currency notes, 
leaving seven kinds of paper money afloat, as now. (The Treasury 
notes will be disposed of by coining silver bullion to pay them as the 
country grows.) 

WALKEB BILL APPROVED. 

Every word that discusses general principles in the report accom- 
panying the Hill-Fowler bill approves the Walker bill and condemns 
that bill, and yet their bill continues the hardships of the present 
system. The report says : 

"The ideal condition will be reached when, the person having made 
the necessary deposit, the bank can furnish him either a check book or 
its notes with equal ease and at equal cost, leaving the customer to 
select the form of demand obligation which will best serve his legiti- 
mate business purposes. Aa a matter of fact, the same management 
of the bank which will render the check safe will make the note safe. 
But, as has been said earlier, the note is to go everywhere and be used 
by people unacquainted with each other or with the bank. To facili- 
tate its use, therefore, it must be issued under a system which can be 
readily understood and which will give to the people generally such 
assurance of the goodness of the note that it will be accepted without 
hesitation by everyone. 

# • * ^*lt is obvious that the issue of a banking currency based 
purely upon assets, without either bonds or reserve notes, will involve 
no risk of undue indation or of loss to the note holder. 

• * * "The people will have the use of nearly double the amount 
of coin and currency at about one-half the rate of interest they are now 
compelled to pay. Thus the capacity to make larger loans means the 

•In existence June 16, 1898, per Treasury report, 
t Estimate by Treasury Department for June 1, 1898, 
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capacity of the banks to reduce interest rates without loss of profits. 
It means that if any bank undertakes to resist the natural law of 
decreasing interest under increased facilities, new banks may be formed 
without sinking their capital in bonds purchased at a premium, and 
may compete for the legitimate profits afforded by reasonable interest 
rates. More than this, a currency based upon commercial assets, and 
not rendered rigid in volume by the deposit of special security, comes 
back promptly to the issuing banks for redemption. * * * 

"Mr. A. O. Eliason has examined all the bank failures whose accounts 
have been closed, numbering one hundred and one, and found that had 
all the banks in the national system issued an amount of currency equal 
to their capital, or one hundred per cent, the assessment on the same to 
cover losses would have been infinitesimal, being only one-nineteenth 
of one per cent per annum." 

After thus approving most heartily and thoroughly the principles of 
the Walker bill, which provides the annual collection from the banks 
of four times the amount necessary to make the Government safe in 
guaranteeing the currency notes banks would put in circulation, they 
present a bill which leaves 60 per cent currency to capital without the 
guaranty of the Government, and also compels the country banks to 
" sink their capital in bonds purchased at a premium " to the tune of 40 
per cent to their capital, and furthermore discredits their currency 
issued against their assets by twelve disabilities. 

The lack of appreciation by the framers of the Hill- Fowler bill of 
true principle and practice in issuing and redeeming paper money is 
shown by their proposition to destroy the "endless chain,'' as follows: 

"Believing that this bill, if enacted into law, will relieve the Treas- 
ury by destroying the 'endless chain.'" 

Secretary Gage and ex- Secretary Fairchild, as everyone knows is 
true, testifying in answer to the chairman, recognized the "endless 
chain" of currency redemption as an inherent and necessary condition 
to sound paper money, as follows : 

' The Chairman. Can you suggest a more apt illustration of the nec- 
essary inevitable constant flow of currency in and out, coming in contact 
potentially with the specie it represents, than an endless chain which 
never ceases for an instant to move potentially or actually, and that any- 
thing that impairs any link of the chain does the currency system injury 1 
Can either of you gentlemen suppose a more apt illustration! 

Secretary Gage. I think there are a dozen you might use. 

The Chairman. Will you suggest any one of the dozen? 

Secretary Gage. Say individual buckets. We have adopted the end- 
less chain as a figure of speech, which probably conveys nearly the idea 
involved, namely, that whoever has demands against the Government 
or anyone else can take those demands and have them realized in 
redemption money, in specie. If these obligations are again issued, the 
new holder can do the same, and so there is a sort of circle established, 
or, it may be, on tlie one hand, the notes flow out, and in the course of the 
movement of trade or commerce or distrust the notes come back in a 
circular movement. That is not a horrible thing; it is natural, rea- 
sonable, and proper, and the issuer should never complain. Let him 
meet his liabilities on demand. 

The Chairman. Is not that what will take place in making a redemp- 
tion fiindl 

Secretary Gage. I think it is. 

The Chairman. Can you suggest anything further, Mr. Fairchildf 

Mr. Fairchild, No, sir^ I think that is perfectly true. 
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OUBRBNOY PROVISIONS OF THE HELIi-FOWLBB BILL. 

The Hill-Fowler bill puts the mark of Cain on its national carrency 
notes. This money is for our country people. Not a dollar of this 
money will be issued by banks in redemption cities which have half the 
paid up capital of national banks. 

Sec. 30. (1) It is taxed 6 per cent per annum if issued above 40 per 

cent to capital. 

Sec 30. (2) If in the vaults of the bank and not in use this excess over 

40 per cent is still taxed 6 per cent. 

Sec 33. (3) In li()uidation only gold coin can be deposited to cancel 

these notes. 

Sec 23. (4) Must put up with the Government 6-per-cent gold "guar- 
anty fund" on them, in addition to the current redemp- 
tion fund it puts up. 

Sec 22. (5) Has a separate ^' current redemption " from the other two 

kinds of bank money. 

Sec 22. (6) Must be marked " plainly and prominently," so as to at- 
tract attention to its being a poorer kind of money, that 
it " belongs distinctively to some one clearing-house dis- 
trict." 

Sec 22. (7) Can not be paid out by any bank out of its " redemption 

district." 

Sec 22. (8) Has a clearing-house district made especially for it. The 

district is not for and does not include the other two 
kinds of bank currency. 

Sec 22. (9) No reserve 5-per-cent or other fund is provided for their 

current redemption in exception to the other two kinds 
of notes. 

Sec 14. (10) No funds of an insolvent bank can be used to pay any of 

these notes until the other notes are paid. 

Sec 15. (11) That the Government has no interest in making this "cur 
page 13, rency note" good money is rightly made conspicuous 

line 11. in the bad form designedly given these notes by this 

provision. " It [note] shall also bear upon its face the 
statement that it is issued in accordance with the provi- 
sions of this act." These things will sufficiently damage 
these "national-currency notes." 

Under the Walker bill there is provided a currency note with as 
strong a Government guaranty as now. Only such notes are used in 
Canada, Scotland, France, Germany; England, and all other first-class 
nations. The Walker bill adds the guaranty of the United States Gov- 
ernment. The Walker bill provides that everyone of them shall be 
immediately paid by the United States Treasurer in case of the insol- 
vency of the association issuing them. The Walker bill makes an 
appropriation to pay these notes of every association in case of its 
insolvency. The Walker bill provides a way for the United States to 
collect of banks and have on hand several times more money than it 
can ever pay on this guaranty. 

The framers of the Hill-Fowler bill are not willing to have the circu- 
lating bank notes provided in their bill and issued by the Government 
as money, used to pay the "salaries and other debts on demand owing 
by the United States to individual corporations and associations within 
the United States," but finding such a provision in the law as to 
national-bauk noteS| repeats iU 
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Under the Walker bill no such discrimination against any form of 
our money is made. All kinds of paper money are made and kept as 
good as the best by the Government. 

GREENBACKS NOT DESTROYED BY THE WAIiEER BILL. 

Neither does the Walker bill destroy the United States notes. The 
flill-Fowler bill does destroy them. The Walker bill keeps them exactly 
as they now are, and puts their current redemption on the banks. The 
Walker bill proposes to destroy all the gold certificates and silver cer- 
tificates and pay out to the people the gold and silver dollars in their 
place. Thus the Hill-Fowler bill provides six kinds of paper money 
in permanency, no one of them legal tender, in violation of sound bank- 
ing principles, while the Walker bill provides but one, viz, currency 
notes, in accord with common sense and sound banking. 

The Hill-Fowler bill does not make the United States Government 
as now responsible for the immediate payment of every dollar of the 
currency notes issued by it to a bank in case of insolvency and directly 
out of the United States Treasury, and without qualifications or delay 
and regardless of all contingencies. 

The Walker bill makes the Government of the United States the 
guarantor of every dollar of currency issued by it to a bank as now, 
and makes an appropriation from the Treasury in the body of the law 
to secure the immediate* payment of such notes by the Treasurer as 
certain as it is to-day. 

The flill-Fowler bill makes confiision in redemption by providing two 
distinctive redemption agencies for its three kinds of circulating bank 
notes, and one of them outside the banking system. 

The Walker bill provides one redemption for its one kind of bank 
notes, and that inside the banking system. 

The flill-Fowler bill appears to be drawn in the interest of large 
city banks. It gives such banks every advantage and unfairly dis- 
criminates against country banks. 

The Walker bill is drawn in fairness to large banks and small banks, 
city banks and country banks, for farmers, for merchants, and for manu- 
facturers. 

The people having been thoroughly educated in the idea that no true 
bank currency, that is to say, currency issued against the assets of the 
bank and relying wholly upon them for payment in case of insolvency, 
Can be safe for them to have in their pockets, therefore it becomes 
absolutely necessary to have all currency guaranteed by the Gov- 
ernment, as now. A guaranty may be given in five diffl^rent forms — 
by a mortgage, by pledging bonds, by an agreement, by indorsement, 
and also by certifying to the genuineness of a paper and that the 
certifier is in possession of funds to pay it, like certifying a bank check. 

All but the note secured by mortgage depends wholly upon the sol- 
vency and amount of capital possessed by the party making the security 
in proportion to the amount guaranteed, whether it be a person or the 
United States Government. No one can deny that an appropriation 
made in the body of the banking law out of any moneys in the Treas- 
ury not otherwise appropriated to pay the notes of an insolvent bank 
is as good a security and more easily availed of, and is tantamount to 
a Government bond. ^' To guarantee'' is the synonym of " to secure," if 
made by the same party and without mortgage. To argue that a 
United States Government bond is a better guaranty or security than 

B Sg 11 
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an appropriation in money in a United States law is to argue that a 
"promise to pay'' is better than "cash in hand.'' 

The compensation to the United States Treasury for guaranteeing 
the currency notes issued by the banks would run as follows: 

On $200,000,000 of United States notes carried by banks, 
at 2i per cent $6, 000, 000 

Maintaining parity on $500,000,000 of silver dollars, for 
which all the other bills propose to deposit 5 per cent 
gold in the Treasury, which would equal $25,000,000 at 
2i per cent 625, 000 

One-fifth of 1 per cent tax on $600,000,000 of currency 1, 200, 000 

Gain on that part of the currency destroyed and never 
presented for redemption, as proved by the thirty years' 
experience of the Treasury ^ two-fifths of 1 per cent on 
$600,000,00018 2,400,000 

9,225,000 
Baying in cost in handling the United States Treasury 1, 000, 000 

10,225,000 
The necessity under present conditions of carrying an im- 
mense amount of money collected by taxation in the 
United States Treasury, $175,000,000 at 2^ per cent .... 4, 375, 000 

Saying per annum to the United States Treasury . . 14, 600, 000 

This at 2i per cent. It should be reckoned at 5 per cent or more, 
$30,000,000 per annum at least. Ifot a farthing of this $30,000,000 of 
saving would become an expense on the banks. 

The provision in the Walker bill requiring every commercial bank 
to assume its equitable and proportionate part of the United States 
notes, according to its actual capital, and in a way to make them an 
advantage to the banks, is only one incident of the provisions of the 
Walker bill. It is necessary during the period of transition from that 
of their present isolated condition into the cooperative system provided 
for, and is in no sense essential to or necessarily a part of the Walker 
cooperative scheme. This is made unequal and a hardship in the Hill- 
Fowler bill. They are so small in the amount each bank is required 
to take and so equitably distributed by the Walker bill» as to be an 
advantage and not a burden to any one bank, as the banks are allowed 
to issue an equal amount of currency. They remain as now, being 
issued under the same law and a United States legal-tender note, while 
the Hill-Fowler bill destroys them. The Walker bill provides for their 
continued existence and provides for their equitable annual redistribu- 
tion among all commercial banks in the country as long as the national 
banking system shall last. 

ADVANTAGE OP A NATIONAL CLEARING HOUSE. 

Did the New York clearing house or the national clearing house 
provided for in the Walker bill have a legal existence, it would not bo 
at all necessary to require individual banks to specifically assume any 
amount of particular United States notes in the cooperative scheme 
provided in the bill. The thorough union of the banks and incorporafc- 
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ing the clearing houses is the real substance of the Walker bill. There 
is not now an incorporated clearing house in the country to deal with 
in a banking law. 

ONE GOOD THING IN THE HILL-FOWLER BILL. 

The Hill-Fowler bill apparently, but not actually, disposes of the 
United States notes in something of the same method as the Walker 
bill, at the beginning, in devolving the United States notes on the 
banks, but it surely and absolutely fails. It changes the essence of the 
present legal- tender United States notes as much as it does their name 
and equitable distribution. They become non-legal- tender '^national 
reserve notes.'' 

The Hill-Fowler method may, at first glance, look like the Walker 
method, but they certainly are as different in essence as the poisonous 
toadstool from the nutritious mushroom. Its method of distribution 
violates the principle of equity as between new banks and old banks, 
in devolving them upon the old banks in the beginning, now in opera- 
tion, and leaves them on these banks, a disproportionate burden for all 
time to come. 

CURRENCY NOT LESS THAN $10. 

The Hill-Fowler bill deprives banks, mostly country banks, of 
$274,000^000 of circulation in $6 notes by needlessly forbidding any 
bank to issue any currency under the denomination of $ 10. 

Under the Walker bill the limit is $3 or under, practically allowing 
no bill under $5, thus allowing a circulation by banks in this one item 
$274,000,000 more than the Hill-Fowler bill, and reduces rates of 
interest to borrowers as $274,000,000 is to the total loans by banks. 

The Hill-Fowler bill provides a currency on more than half of which 
the rate of interest on loans in using it will have to be varied every 
day in the year to pay the same dividend on the stock of the bank, and 
the issuing and withdrawal of which will be governed by the price of 
United States bonds in the market and the time they run, as now, and 
' not by the demands of business. 

The Walker bill provides a currency to pay the same dividends. 
The interest on loans in the use of it wUl be the same every day in the 
year. 

The Hill-Fowler bill only makes room for its bank cur- 
rency in addition to its substitution of reserve notes for 
United States notes by retiring gold certificates $37, 000, 000 

National-bank notes 227, 000, 000 

Total 264,000,000 

The Walker bill pays out gold for United States notes. . . 146, 000, 000 

Gold certificates retired 37, 000, 000 

National-bank notes 227, 000, 000 

Silver dollars in reserves 200, 000, 000 

Five-dollar notes, forbidden in Hill-Fowler bill 274, 000, 000 

Total 884,0(K),000 

$200,000,000 United States notes are to remain and can never be 
destroyed. 
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OURBENOY CONDITIONS. 

The Hill-Fowler bill changes present currency conditions by a very 
small degree, and would not effect a reduction of interest on loans 
sufficient to enable banks to be formed in country districts. 

The Walker bill provides for such a change as to allow banks to 
issue <^ true bank currency," viz, against their assets, and reduce interest 
in those districts from one-third to one-half. 

Under the Hill-Fowler bill a bank of $100,000 capital will have to 
surrender from $25,000 to $40,000 of its capital in the purchase of bonds 
as a license fee to do business, when it commences business. 

The Walker bill does not require the bank to become a bondholder 
by a single dollar in order to do business, and not to surrender any 
part of its capital, excepting in case of insolvency. 

Under the Hill-Fowler bill the Comptroller can not know what the 
condition of a bank was, as shown by its books, on any given day, 
excepting the days on which the "bank examiner" went through it. 

The Walker bill provides for a daily report of its condition to the 
Oomptroller,and the examiner will have before him the condition of the 
bank on every day to verify when he goes to the bank. 

The Hill- Fowler bill isolates and makes peculiar each bank, and makes 
it liable itself alone to be called upon for gold for every note it issues and 
by every banker who gets one. This isolation make^ it unsafe for any 
bank to pioneer in the system even if it would be safe when the system 
was in fiill operation, which it is not. This is true of all banks that 
go into it until all are in, and then the country bank will be in a perilous 
condition. 

Under the Walker bill every bank is absolutely safe during the tran- 
sition, as the condition of no bank entering the system is affected in its 
obligations or duties until a given time, when the system becomes 
instantly in full operation. 

Ko bank that enters into the system is affected by the provisions of 
the bill until all commercial banks in the country come under its 
provisions. 

Immediately upon that event, existing United States notes assumed 
by any bank lose their identity so far as they belong to any particular 
bank that has its name printed on the back of them as responsible for 
their current or ultimate redemption, gold being massed in the national 
clearing house to redeem all of them. 

They are then to the bank as the gold they hold, only appearing with 
gold in their cash reserves. 

CHARACTER OF NOTES. 

The Hill-Fowler bill not only compels the bank to buy "national 
reserve notes" of the Government (strictly a bank note) and pay United 
States notes for them, which provision may put them at a premium, but 
it requires the bank to put up a 5 per cent gold current redemption fund 
for them, so the bank only gets $95 for every $100 it pays out. 

The Walker bill keeps the identity of the present greenbacks and 
only prints the notes of the bank on the back of the identical green- 
back. It allows the banks to give nearly every kind of money for 
them excepting bank bills. All money can not be " corDered," as United 
States notes. The Walker bill requires the Government itself to put up 
the 5 per cent current redemption for its own notes. Thus the bank 
gets $100 legal-tender money in exchange for each $100 it pays in. 
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The Hill-Fowler bill continues the present law forbidding banks 
ander any circumstances to use their '* reserves'' for the very purposes 
for which they are kept. 

The Walker bill permits banks to use their "reserves" in any legiti- 
mate way. 

Under the Hill-Fowler bill, as under the present law, every operation 
of the Treasury would expand or contract the currency to the serious 
injury of the business of the country. Witness the outcry all over the 
country that the Treasury is contracting the currency and injuring 
business in collecting the pay on any debt due the Government. 

Under the Walker bill whatever sum the Treasury had or failed to 
have available, would not affect the volume of the currency of the 
country by the smallest fraction. It would be in the national clearing 
house where the people could use it. 

Under the Hill-Fowler bill, as under the present law, national-bank 
currency notes, which are certificates of deposit and the people's 
money, are a freak money. They are forced out of circulation when 
the credit of the Government is best, business most active, and the 
people need the most money; they are forced into circulation by the 
banks when the people do not need them and can not use them, and 
the Government is distressed, as in 1893 and 1894. 

Under the Walker bill it would be for the interest of the banks to 
issue the most money when the people needed it, and to just as large 
an amount as the people could use. The competition between banks in 
forcing it out will make it just as cheap as money can possibly be issued 
under any system and kept "good" and honestly used by the people, 
and when they most need it. That part and only that part of the cur- 
rency which the people can not profitably use will be forced back to the 
banks. 

Under the Hill-Fowler bill^ as under the present law, the "United 
States will have the highest mterest rates in the most expensive cur- 
rency system of any first-class nation. 

LOW^ INTEREST UNDER THE W^ALKBR BILL. 

Under the Walker bill interest on loans will be as low, and this all 
over the country, as anywhere in the world. Currency will be issued to 
the people by the Government, not at 2 per cent interest, as the Populists 
want, but for nothing, to any five persons that get together capital 
enough to guarantee the safety of the currency they take and to the 
amount of their combined capital, as is done in every country, the United 
States alone excepted. 

BOARD OP ADYISERS. 

Under the Hill-Fowler bill, as under the present law, there is no way 
for the Secretary of the Treasury to avail himself of the expert assist- 
ance that is absolutely necessary to him to properly discharge his duties, 
and that every banker in the country has in his board of directors his 
clearing-house committee and banking associates, etc. To-day, if the 
Secretary seeks any advice he thereby inaugurates a panic — ^the very 
panic he may be seeking to avert. 

Under the Walker bill the reverse is true. It provides for the assist- 
ance of the Comptroller, nominally, but really for the Secretary of the 
Treasury, a board of seven men — men who have risen to the very highest 
eminence in their profession. They have not attained to their places 
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by favor, but have conquered thera by bard, diligent, continuous work 
for years. Their position at the head of the greatest financial institu- 
tion of the world, developed in the Walker bill, not by appointment, 
but by conquest, will place them in a position not only equal to that oi 
the directors of the Bank of England, but far above them. 

Their attainments will rank in finance and banking with the justices 
of the Supreme Court of the United States in law. Their salaries will 
come to them naturally, as their duties are met, and from the banks, not 
from the United States Treasury. 

The prizes for party workers provided in the Hill-Fowler bill, at an 
expense of $23,000 to the Treasury in the triple-headed Comptroller, 
make more conspicuous by contrast the excellence 6f the provision in 
the Walker bill for this board of advisers. In the Walker biU the in- 
terests of the plain people of the country find protection in the hands 
of their special representatives, viz, the President, Secretary of the 
Treasury, and Comptroller of the Currency, who are given ultimate 
control. On the other hand, the highest efficiency and economy of 
service are secured to the banks by their officers and by the board of 
advisers. 

PROTECTION OF GOLD RESERVES. 

The Hill-Fowler bill affords no chance to the United States Treasury 
or to banks to protect its gold by banking methods, while united banks 
can protect themselves surely and safely. 

The Walker bill affords banks the same chance to protect themselves 
against unreasonable depletion of their gold as the banks of France, of 
Germany, of England, and other countries do. Under it no call for 
gold under any circumstances can be made on the United States Treas- 
ury. It would be of as much indifference to the country what the 
Government paid out as what John Jones, Sam Smith, or anyone else 
paid out. 

The Hill-Fowler bill provides no way of ending the liability of the 
United States Treasury to furnish to anyone demanding it all the gold 
needed by banks, or by domestic or foreign brokers, for speculation or 
to ship abroad. 

The Walker bill ends it the day it goes into operation. 

NO RELIEF TO THE TREASURY BY THE HILL-FOWLER BILL, 

The Hill-Fowler bill holds out no inducement in any form for the 
banks to assist in relieving the United States Treasury of the current 
redemption of one dollar of United States notes in addition to the amount 
their bill forces them to take, viz, $157,872,024 — less than half of them. 

The Walker bill, in addition to what it requires banks to take, has so 
large an inducement to banks to assume them and wholly and immedi- 
ately relieve the Treasury of all of them, in allowing banks to issue an 
amount of currency equal to the amount of United States notes they 
assume the current redemption of, that the banks are restricted by the 
bill in the amount they can take. 

PROTECTINa REDEMPTION GOLD, 

The Hill-Fowler bill, in full operation, makes the isolated and helpless 
country banks furnish to the isolated but powerful city banks not only 
all the gold they need but all the gold needed in the whole system. 



STRENGTHENINO THE PUBLIC CREDIT, ETC. 167 

The country banks, in turn, would demand tbe gold they needed of the 
United States Treasury, making conditions worse than now — in the city 
banks putting the country banks between them and disaster, while now 
the city bankers or brokers, or foreign brokers wanting gold to ship, go 
straight to the Treasury and not to city banks or country banks. 

The Walker bill combines all the commercial banks in the country 
into one whole to furnish gold and maintain ^^ parity," and masses all 
the gold in the country in two or three centers of trade to protect each 
and every bank with these masses of gold coin. 

The Hill-Fowler bill compels the division of gold in 3,000 to 10,000 
small parcels and the isolation of a little gold in each bank. Each bank 
is required to keep its gold in its own vault for itself alone and redeem 
its own notes in gold only. The country bank can not, in the nature 
of the case, keep enough gold to protect itself against a senseless scare 
among its customers or from being blackmailed by any powerful bank^ 
broker, or any operator, either for revenge or for pelf. 

The Walker bill compels all the banks to combine to maintain parity 
and to protect the gold of each solvent bank. 

OLEABINa-HOUSE CONDITIONS. 

The Hill-Fowler bill requires as for twelve years, from 1879 to 1891, 
the United States Treasury to take all the risk and be at all the 
expense of the clearing-house system and the current gold redemption 
of legal-tender and Treasury notes. Then, and it will be the same again, 
confidence could not be maintained in such empirical practices without 
a surplus in the Treasury as large as was then held — ^hundreds of mil- 
lions, a laige part of it in gold. In every other country in the world the 
banks are required to assist and sustain the Government. The Hill- 
Fowler bill would, as now, compel the Government to support the banks. 

Under the Walker bill the United States Treasury would only touch 
the national clearing house as a fiscal agent and depository of public 
moneys, having as a guaranty of the safety of such deposits the whole 
$2,000,000,000 of cash reserves and banking capital of the country as a 
guaranty fund for its payment by the national clearing house. The 
Treasury could in no event incur any loss or be put to any expense, as 
it would be the only depositor of money in that association. Except 
in the Walker bill, or its equivalent, there is no possible way of avoiding 
the continuance of enormous loss to the people. 

It provides a more effective and far safer connection of the Treasury 
of the United States with the principal banking clearing house in 
the country, and relieves the United States Treasury from taking all 
the risks and being subject to all the losses that are involved in the 
clearing-house business of the country, which risk it carried from 
the resumption of specie payments in 1879 to about the middle of 1891, 
at an expense to the people, incurred in taxation, of about $12,000,000 
a year. 

The Hill-Fowler bill contemplates the continued use of the New York 
clearing-house certificates, which are sure to prove at some time a most 
dangerous and unsatisfactory emergency currency, as compared with 
legal-tender currency, to all excepting the banks which compose it. 
Banks in other parts of the country have already been brought into 
very great peril by their use. 

Under the Walker bill United States legal- tender notes are the emer- 
gency currency issued to allay panics. Their advantage over <<bank 
currency," as emergency money, is incalculable. 
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OFFICE OF THE COMPTROLLER OF THE CURRENCY. 

The Hill-Fowler bijl abolishes the oflftce of Comptroller of the Our- 
rency and creates a "triple-headed^ executive department, thus violat- 
ing every principle of prompt, eflficient, and responsible executive action 
in the head of affairs, and still further by limiting their terms of office. 
It perpetuates this gross injury to the service at an increased expense 
of $20,000. 

Under the Walker bill the office of the Comptroller of the Currency 
remains as now^ excepting the Comptroller is made many times more 
efficient. 

The Hill-Fowler bill assumes that a whole community can be arrested, 
tried, and punished, in providing that every bank in the country shall 
be put in liquidation immediately, if gold payments are suspended by 
banks, for any cause, or for any time, longer or shorter. If an earth- 
quake occurs in Charleston, S. C, the whole city shall be razed to the 
ground, because earthquakes thereafter may be normal to it. Such 
extravagant remedies overreach themselves, and are equivalent to no 
opposition to the thing deprecated, and no penalty at all. 

Under the Walker bill a penalty tax of one-half of 1 per cent on 
deposits in all commercial banks, amounting to $13,401,836 per annum^ 
ia imposed during the default. 

CURRENT REDEMPTION. 

The Hill-Fowler bill provides the most cumbersome, expensive, annoy- 
ing, and impracticable machinery for the current redemption of the three 
kinds of bank currency it creates that could be devised, and it makes 
it so inflexible by legal provisions with one class of notes redeemed in 
one manner and two kinds in another place and manner, as to create 
endless conftision. 

It provides for the division of the United States into territorial " cur- 
rent redemption districts.'' This division of the country into redemp- 
tion sections is made to apply to only one of the three kinds of bank- 
currency notes provided for in the bill — " national-currency notes.'' It 
also provides that these notes shall be redeemed in one way and at one 
place, and the " national-bank notes" and the *' national-reserve notes ^ 
shall be redeemed in another way and at another place— and much more 
of the same sort. 

It makes all three kinds of its bank notes a legal tender between 
banks, but provides that no bank shall pay over its counter on a check, 
etc., to a citizen or to other banks a *» national currency note" if the 
note is not in the same district that the bank issuing it is located in, 
unless its redemption in that district is provided for. 

Territorial divisions rigidly fixed and the notes to be issued in that 
division to be made for that division only, is as impracticable as to 
restrict the mail service of the country in the same way. 

Under the Walker bill the banks are simply required to " do the 
thing," and left absolutely free to do it in the cheapest, quickest, and 
safest way possible — in any way satisfactory to them and agreeable to 
the Comptroller. It is for them to decide and to change the way and 
place as often as a new railway, turnpike, or city road is built, or one 
town outstrips its rival. Banks must vary from time to time their ways 
of doing, in the nature of the case, always subject to the approval ol 
the Comptroller* 
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Under the Walker bill the one kind of bank note provided for, paid 
ont by any bank anywhere will naturally, immediately, and instantly, 
after it haa done its work, find its way back to the bank that issnes it 
as a letter dropped in the post-office in any hamlet finds its way to its 
destination. Each bank bill will find its way back to the bank that 
issues it in precisely the same way and in the same package with the 
check, draft, bill of exchange, or other money obligation issued by the 
same bank after it or they have done their work and at a tithe of 
the expense in time and money of the Hill- Fowler plan. It never will 
occur to anyone to ask what they are redeemed in. They will be 
redeemed in <' bank funds" that all banks agree on and that maintain 
parity^ or all banks will incur the penalty tax. 

TJNEBASONABLE USE OF GOLD IN HILL-FOWLEE BILL. 

The framers of the Hill-Fowler bill see only gold in our monetary 
system. They see little in it to preserve to the people who made it. 
They do not hesitate to assume the duties and exercise the right of the 
Committee on Coinage, Weights, and Measures. They demonetize sil- 
ver. They destroy the United States legal- tender notes. They reverse 
the policy of the country, not only as to gold and silver, but as to paper 
money, adding two more kinds to the present bank-note money. 

They remove the guarantee of the Government from a large part of 
the bank money used by the people. There is not the slightest excuse 
for such radical measures. 

In the Walker bill there can not be found a section, a paragraph, a 
^clause, a line, or a word that makes the slightest discrimination between 
any two of the various forms of our coin and paper money, gold, silver, 
tOnited States notes. Treasury notes, bank notes, etc. 

(H» author sought only one end, viz, to compose the ills and to correct 
the injustice in existing conditions, created by law, and in doing so not 
to anneces8|brily antagonize the views of a single citizen in the whole 
country, 

VISIBLE GOLD. 

There was in the country '^visible goW (that is to say, besides all the 
gold in private hoards and in the pockets of the people) in banks, in 
the United States Treasury, etc., in 1896, $421,236,388. It has increased 
since to nearly $600,000,000. Not a dollar of these millions of gold was 
available to our banking and currency system excepting that in the 
United States Treasury, and no one is responsible for '< maintaining 
parity " but the Treasury. We have more gold in proportion to our 
requirements than any other country, only a fraction of it in touch to 
keep the parity of our $1,000,000,000 currency. 

The Hill Fowler bill continues the same inexcusable policy and aggra- 
^ateis it. It requires an immense amount of gold, but stiU leaves the 
United States Treasury ultimately responsible for maintaining "parity'^ 
and to furnish to banks all the gold they demand of it. 

The bill requires the banks to carry one-half the cash 

reserve required in gold $144, 000, 000 

The United States Treasury to carry 136, 000, 000 

Unvarying total amount required 280, 000, 000 

Treating silver and United States notes simply as currency, it 
xequires tiie banks to redeem their notes in gold on demand. 
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The allowing the use of "national reserve notes'^ in redemption is 
only nominal. Each bank st<ands alone to redeem in gold its notes. 
Assuming that country banks will take out 60 per cent of currency to 
capital, it works out in this way: 

The reserve city banks keeping 60 per cent of this required 

cash reserve in gold and on notes will keep in gold $119, 282, 036 

Country banks, 50 per cent of cash in gold 27, 466, 179 

Country banks, on $267,913,749 bank notes, 5 per cent in 
gold 13,396,687 

Total of 160,143,901 

As currency and deposits are identical, this is equivalent to requiring 
61.2 per cent of cash reserve in city banks to be in gold and an equiva- 
lent of 74.3 per cent of the cash in the country banks to be in gold« 
The $13,396,687 fund to be kept in the United States Treasury. 

HILL-FOWIiER BILL FAVORS OITY BANKS. 

The city banks will escape all responsibility for maintaining "parity," 
for they will take out no currency. They will keep the "national 
reserve notes'' they are required to take in their "cash reserve," 
changing them with each other for that purpose, the national reserve 
notes required in the central reserve cities being only 12 per cent to 
their cash reserve, in all other reserve cities only 63 per cent to their 
cash reserve. Not a dollar of their notes will ever be presented to the 
"gold current redemption fund" to draw out one dollar of gold. 

On the other hand, the national reserve notes country banks are 
required to take, being 182.6 per cent to their cash reserve, and the 
amount of bonds they are required to take for "national bank notes," 
will make 336.2 per cent to their cash reserve, they can use only 14.3 
per cent of these notes in their cash reserve. They will therefore be 
compelled to "pay out" all the balance, the whole equaling about 
$168,000,000, besides the $100,000,000 bank notes. 

Under the old Suffolk system the total currency used averaged to be 
redeemed five times a year. 

CURRENCY FLOWS TO COMMERCIAL CENTERS. 

All currency flows to, the commercial centers, to be returned to the 
country banks through "current redemption." The bill compels every 
dollar of this $158,000,000 each time it is presented for redemption to 
be paid in gold. It puts the gold redemption fund outside of banks 
and into the United States subtreasury. This is done to nlake sure 
that the mandate of the law compelling actual gold redemption is 
obeyed. The actual gold or gold drafts must be used in redeeming it. 

Five times a year on $168,000,000 makes about $70,000,000 of gold a 
month used in redemption and constantly flowing from country banks 
into city banks ; $800,000,000 each year if only $168,000,000 of national- 
bank currency and national-reserve currency is used. 

How do you like this bill, wholly in the interest of the city banks 1 
Will a bank ever be organized under it^ 

Where are the country banks to get their gold^ Out of the United 
States Treasury! How is the Treasury to get this goldt Of course 
the city banks will kindly hand it over to the Government in pleasant 
times, when everything is balmy. How when it storms t How about 
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1893 1 How about another Cleveland-Carlisle administration t It is 
as sure to come as history is to repeat itself. Sell bonds, of course 1 
Sell $163,000,000 bonds at a loss of $40,000,000, as Cleveland did, or 
$1,000,000,000, and just as many as unscrupulous banks or foreign 
brokers may determine. 

The Hill-Fowler bill leaves the United States Treasury absolutely 
unprotected, the sport of the most unscrupulous money changers and 
gold brokers that can be found anywhere in the world, 

A cablegram costs but little. The door of the United States Treasury 
opens, for the delivery of gold, into every European broker's office — 
Israelite or Christian. 

PEOBLBM OF SILVER REDEMPTION. 

But one of the most remarkable hallucinations developed in the bill is 
the belief that with $500,000,000 silver in circulation, averaging to pass 
through banks in deposits from traders five times a year, or $200,000,000 
a month, the people will pay the traders in certificates or in coin. If 
the banks can not get them to present to the United States Treasury 
for gold, all existing banking customs must be reversed. Eemember, 
the bill demonetizes silver dollars and provides for their gold redemp- 
tion at the Treasury. It provides only $25,000,000 gold, and that the 
Treasury must keep good, to redeem in gold all silver presented to it. 
The only way the country bank can get the gold to make the compul- 
sory gold redemption of the circulating notes is to get it out of the 
United States Treasury or beg it of the city banks. Problem : With 
$25,000,000 gold stock in the Treasury to redeem $200,000,000 a month 
of silver, how many bonds must the Treasury sell per month to do it^ 
Or, how much gold must it buy directly or indirectly of the banks f 
Or, how will it run the New York clearing house as an adjunct to the 
United States Treasury? How long will Andrew Jackson lie quietly 
in his grave, or who cares whether he lies quietly or uneasily t 

ASSUMING UNITED STATES NOTES. 

Under the Walker bill not one of the present unjust or objectionable 
banking or Treasury conditions will remain. - The city bank will have to 
assume the current redemption of United States legal- tender notes 
equal to 12J per cent of its actual capital, and the strictly country 
bank, just formed, 12^ per cent of them to actual capital. 

The central reserve city bank will not be let off with buying 2.4 per 
cent to its actual capital of bonds and 12.8 percent of national reserve 
notes, and the new country bank have to buy 25 per cent of both, as 
in the Hill- Fowler bill, and the othei central reserve cities only 5,5 per 
cent of bonds and also of 16.5 per cent of national reserve notes to new 
banks 25 per cent of both bonds and notes. It requires no bonds 
whatever, and serves every bank alike. 

The Hill-Fowler bill provides for the disposition of only $157,872,000 
United States notes by banks. It only requires the taking of them by 
national banks. It holds out not the slightest inducement for banks 
to assume one dollar of them more than the law compels them to take. 

The Walker bill requires all commercial banks, national and State, to 
assume an amount equal to 12J per cent of their actual capital, which 
would dispose of $168,071,000. From paying out the Treasury gold 
$146,000,000 would be disposed of. The losses are estimated at 
$12,000,000, leaving a balance of only $20,000,000 for banks to assume. 
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The Walker bill allows banks to issue currency against their assets 
at once for every dollar of United States notes they assume. This 
inducement is so great, that among the six thousand State and national 
banks and new banks there would be found enough to immediately 
take up many times this amount. 

The Walker bill immediately adjusts the holding of United States 
notes among all banks, so that any bank haviug an excess will be 
relieved of the excess immediately — as soon as any bank is in the 
system. 

The Hill-Fowler bill provides no protection to the specie of any single 
bank. Auy excitement in its neighborhood is liable to wreck the most 
solvent isolated single bank. 

Under the Walker bill, the gold of all the banks is massed to defend 
the gold of each individual bank, by the combination of all banks, so 
that no " run '' could possibly be made on any one bank, and all the 
banks combined are too strong to meddle with. 

HILL-FOWLER BILL UNFAIR TO COUNTRY BANKS. 

The unfairness of the Hill-Fowler bill as between city banks and 
country banks is further illustrated by the percentage of bonds to 
their actual capital each is required to buy. The bill is carefully drawn 
in the interest of banks that are interested in speculation in bonds as 
much as it is in the interest of banks faithfully serving their business 
customers. 

It requires of the central reserve city banks, as a license fee to do a 
banking business, the buying of United States bonds to the amount of 
2.4 per cent of their actual capital. Newly formed banks must buy 
bonds to the amount of 26 per cent of their capital. Other reserve 
cities the amount of 5.5 per cent of their actual capital, against 25 per 
cent of capital of banks newly formed. 

This bill would not have gotten out of the committee if it had not been 
80 drawn as to meet the wishes of those who were determined that no 
bill should be reported that did not first of all protect this bond privi- 
lege to banks, and this to the sacrifice of the legitimate commercial 
bank, and of the advantages of a true bank currency. 

Banks that bought bonds at 80 to 90 cents on the dollar of their value 
in prosperous times must have preserved to them the privilege of tak- 
ing out currency on the bonds while waiting for the 10 to 20 per cent 
profit, that they may loan the currency they take on these bonds to 
country districts that are prohibited from having their own banking 
funds by the national law. And this to add to the profits of banks in 
speculating in bonds or still more to favor banks in localities which 
have an excess of banking funds for commercial uses and are investing 
them in bonds. 

BRANCH BANKS. 

The Hill-Fowler bill authorization of branch banks is very bad 
economics as compared with encouraging the local independent bank, 
and still worse statesmanship. 

It finds no justification in the policy of our free banking system or 
in any amendment of it proposed in this bill. 

It is unwise to permit powerful city banks to establish branches iu 
places of 4,000 inhabitants or less. The putting its local agent in a 
place with no interest in it other than the money he can make out of it 
for his nonresident employer, means that no independent local bank, 
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managed by its citizens, can be established in the town, and if one is 
there it mast go out of business. 

In nine cases out of ten local banks in towns are formed by public 
spirited citizens to get a fair return on the capital they put in the bank, 
but still more to build up the town, by assisting other citizens to 
capital with which to do their business. 

The agent of the city bank may for a time loan money, in " good 
times,'' at rates to drive out the country bank, and in times of strin- 
gency the funds with this country agent will be sure to be immediately 
returned to support the city bank. The customers of the country 
agency will be sacrificed to the necessities of the parent bank. 

Generally there are two stores in a town. In times of excitement 
each is the headquarters of one political party. The agent of the parent 
bank knows the politics of his city employer, and again the bestowal of 
his favors is liable to be influenced by his own politics. 

But our choice must be made between one great "United States 
Bank " with ten thousand branches, and on the other hand ten thou- 
sand independent local banks, united together, that all in union may 
support each, and thus all together make each secure in times of 
stringency or in threatened or actual panic, as in the Walker bill. 

There is no possible relief of the Treasury condition or any other 
way of saving to the people a loss now made of $50,000,000 to 
$60,000,000 annually in excessive interest charges. It can not be done 
by the isolated banks of the fliU-Fowler bill. 

INDEPENDENT LOCAL BANKS. 

Under the Walker bill independent banks will be formed in every 
considerable town by its leading citizen^ and in the immediate future. 

Each bank will necessarily have in its direction the two storekeepers. 
It will necessarily have Eepublicans, Democrats, and Populists in its 
management. There are not enough men in either party alone so situ* 
ated as to maintain the bank. 

The four chief agents in civilization are the home, the church, the 
school, and the bank. To-day every man, rich or restricted in his 
means — merchant, manufacturer, farmer, or what not — must at times 
have more or less assistance with money borrowed of banks, or suffer 
great loss in lower prices for his products or shrinkage of value of his 
property. Millions are thus lost every year by farmers and others in 
the United States because banks can not live in country districts under 
the law as it now is. 

But still more the bank is the greatest instrument of substantial 
progress, in helping forward wise schemes and advising against the 
unwise. 

It is in the directors' room of the country bank that talk never ceases 
as to how the progress of a town can be secured, property be made to 
increase in value, and a greater home market for the products of the 
farm secured ; better and cheaper freight rates, better markets every- 
where for the home, shop, and factory j better county roads; a gas 
plant; better country and town buildings; better schoolhouses, better 
church edifices, better everything. When five or more reputable 
citizens of a town get their capital together to form a bank, it means 
that the town must take on new life and every citizen of the town will 
be more enterprising and successful. 

In the bank not only all theories of coinage, paper money, credit, and 
business methods are discussed by the directors and officers of the 
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banky but by every business man and farmer in the neighborhood — ^by 
every man who goes into the bank — not'only discussed, but tested in 
practice. 

The Walker bill conserves and magnifies all these forces for good in 
encouraging the formation of local banks. As compared with the good 
done by an independent country bank, with its immeasurable progres- 
sive influences for good, what can the single excellent individual and 
honest money lender do, who is sent into the town by the city bankt 

A bank established in a town serves the whole body of towns adjoin- 
ing, and would reduce prices on goods to the farmers very considerably. 
It is said goods are uniformly sold at retail, where cash is paid, from 5 
to 10 per cent less than where payments are made only once or twice a 
year. The country merchant is now the farmer's banker, at a cost to 
the farmer in increased prices on all the farmer buys of from 5 to 10 
per cent over what the prices would be were there a bank in his neigh- 
borhood. He could borrow money of the bank on his own note, which 
he could pay at the dates at which his hogs, or horses, cattle, wheat, 
com, oats, rye, flax, or cotton, etc., were ready for market. 

CLEARING HOUSES. 

The Hill-Fowler bill undertakes the impossible in laying obligations 
on clearing houses having no legal existence. 

Under the Walker bill every clearing house in the country is made a 
body corporate to deal with under the law and brought into the system, 
and every commercial bank as well. 

The Hill-Fowler bill needlessly antagonizes, in very many of its pro- 
visions, nearly every notion, opinion, economic and political, and the 
experience of our 70,000,000 of people. 

WALKER BILL OFFENDS NO PREJUDICES. 

The Walker bill takes cognizance of every notion, opinion, preju- 
dice, etc., of gold men, silver men, greenbackers. Government sub- 
treasury men, and Government currency 2 per cent loan men. ]S"ot 
one of them can consistently vote against the Walker bill. Every one 
of them claims to desire that all paper money and coin money shall be 
kept at a parity, which the Walker bill provides for doing. 

The Hill-Fowler bill, with its restrictive features, and annulling their 
charters at the end of a year, could have only one outcome to all national 
banks, viz, to drive every one of them out of the national system and 
into reorganizing under State laws, or drive them out of business. 

The Walker bill, on the other hand, leaves banks far more freedom 
than now to safely conduct their business under it and brings every 
^< commercial bank " into the national system and makes the position 
of every one of them absolutely secure in any event, excepting in making 
unsafe loans and from dishonesty among its officers. 

SOUTH AND WEST WOULD DEVELOP BANEINO UNDER WALKER BILL. 

Bank funds are now so abundant in the New England, the Eastern, 
and Middle States that they can not find employment in strictly com- 
mercial business. A large proportion of them are now invested in 
United States and other bonds. One hundred million dollars and more, 
because of their abundance, are now loaned in Europe on call. Pass the 
Walker bill and allow the Southern, Western, and Pacific States to 
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ftiUy develop their banking and cnrrency interests nnder the only law 
yet proposed that makes it possible to them to do so, and interest rates on 
loans made, on the same security, to the same amount, and on the same 
time, woidd be very nearly as low all over the country as in cities, and 
lower than in any European country, not excepting Great Britain. 
Europe could not keep gold unless her interest rates were as high or 
higher than ours. 

If, besides, a banking committee of the House could be appointed 
with suf&cient wit to report and secure the passage of the interna- 
tional American bank bill, within a comparatively brief time the 
money center will be moved from London to New York or Chicago. 

HILL-FOWLER BILL NOT DRAWN ON ECONOMIC PRINCIPLES. 

Finally, the Hill-Fowler biU, like the existing national banking law, 
is not drawn on any recognized principles of economics and sound bank- 
ing principles. Its requirements, prohibitions, and penalties are not 
justified by experience. 

The Walker bill is drawn in accord with true economic law and sound 
banking principles, and every requirement, prohibition, and penalty is 
justified by the testing of every line of it by the experience of the good 
and bad State banks for years previous to 1862, by the experience of 
our national system for thirty years, and by the experience of France, 
Germany, Great Britain, etc. 

If anyone will point out an excellence in the banking laws of any 
country not included in it, or a provision in it not consistent with 
experience and the very best results of financial and banking expe- 
rience of the world, when it is shown the bill will then be corrected 
accordingly, or abandoned. I only remark that one bank, with all 
other branches, or all banks as integral parts of one whole, are only 
admissible. 

If any performance fell so far short of the announcement of the play 
on the bill boards as the various bills referred to the Committee on 
Banking and Currency, or prepared by some members of it, have of the 
commendations of them sent broadcast over the country by the Mone- 
tary Commission, the audience would do as much credit to their sense 
of justice as they wouJd discredit to their patience, by mobbing the 
performers* 

RECAPITULATION. 

The Hill-Fowler bill does none of the following things, the doing of 
which is made certain by the Walker biU: 

1. The Walker bill makes sure the maintenance of parity between 
all forms of our existing money by the banks. 

2. Betains the actual use of gold and silver money by retiring all 
silver certificates and all gold certificates. 

3. Does not imxK)und, retire, or change the existing United States 
legal-tender notes. 

4. It provides for only one kind of paper money, viz, a national-bank 
bill as securely guaranteed by the Government as the present national- 
bank notes. 

5. It relieves our hazardous situation in case of panic or reverses 
in war. 

6. It reduces interest rates on loans by country banks from one- third 
to one-halfL 
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7. It absolutely and forever relieves the United States Treasnry of 
the current redemption of any form of paper money by putting it on 
banks. 

8. It does not pile up vast sums of money in the Treasury to create 
discontent among the people. 

9. It furnishes no needless opportunity or encouragement to the 
hoarding of gold. 

10. It furnishes a currency the hoarding or destroying of which 
makes lower the rate of interest by banks and helps the United States. 
Treasury. 

11. It gives every dollar of currency as explicit and available a 
Government guarantee as now. 

12. It unites all banks of the country in an organization to guaran- 
tee the parity of all United States notes, silver coin, gold coin, and 
national-bank notes, as solid and secure as the Bank of France, and 
more so than the banks of any other nation excepting France. 

13. It builds up this fabric by units as separate, distinct, and inde- 
pendent as is the citizen in a town who, acting together with his fel- 
lows, makes a body politic. 

14. It thus takes careful cognizance of every phase of political and 
economic thought among the people. 

The Hill-Fowler bill takes no cognizance of the political situation, 
and needlessly offends the great mass of the voters. 

Bryan's vote, 6,600,000; McKinley, 7,000,000. 
Bryan 2,000,000 crazy for silver. 

2,000,000 frenzied by the present banking and currency situ- 
ation and care nothing for free coinage of silver. 
2,500,000 care nothing as to what principles the Democratic 
platform preaches or for silver. They are for 
the "machine.'^ 



6,500,000 

1,000,000 Eepublicans are earnestly for the unlimited coin- 
age of silver, but are more for what the Repub- 
lican party represents in other things than for 
silver. 

6,000,000 voters are more or less suspicious or opposed to 
national banks, and almost wholly on account 
of the use of United States bonds by banks to 
get currency notes on. 

16. The margin of 3J per cent of sound-money voters is dangerously 
smaU. We must win from those among the people who want a better 
currency system enough votes to make sound money safe, and must also 
keep the 1,000,000 Silver Republican voters for maintaining parity. 

16. How can we do it! 

Kot by telling the people that we have changed the paper money they 
will hereafter carry in their pockets into bills not guaranteed by the Gov- 
ernment as the Hill-Fowler bill does, l^ot by giving the people anything 
any less secure than they now have. But that in changing the paper 
money and leaving out the bonds we have Icept the Government guarantee. 

17. Neither can we tell the people when we meet them face to face in 
their primary meetings that we have given them two kinds of paper 
money — one they can never lose a dollar on, however poor the bank 
issuing it may be^ for the Government is behind it; and another thai; 
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they must look to the bank only to pay in case of insolvency. As a 
party measure, such a statement would be worse than to do nothing, 

18. We had better stop here and now, and carefully examine our 
position as to all the bills before us, Fowler bill, Gage bill, McClary 
bill, Hill- Fowler bill, commission bill, Walker bill. 

The first section of my bill involves this question of what currency 
we shall provide. 

What inducements, what reason, can we give for the change from 
what now is! 

What are the charges made against national banks? 

National banks, $100,000 capital. (1) Banks buy $100,000 of bonds, 
on which they get 4 and 5 per cent interest. Then they (2) take them 
to the Government Treasury and get $90,000 currency for the bonds, 
and loan the currency, getting (3) from 4 to 10 per cent interest on this 
currency.. 

Interest on the bonds averages 4^+4= 8 per cent. ^ 

4|4-6=10i per cent. > gotten by banks. 
4|-j-8=12| percent. ) 

The usual reply: 

(1) Every dollar of currency is secured by the pledge of a United 
States bond in the Treasury of the United States. 

(2) You can not have a safe currency unless its payment is made sure 
by the guarantee of the United States. 

(3) No holder of a currency note has ever lost a dollar on a note of 
an insolvent bank since we had national-bank notes. Unlike the old 
State banks. 

(4) We have the best banking system in the world, because our cur- 
rency notes have absolute security in the guarantee of the United States. 

Eejoinder : 

(1) Secured currency. What good does that do ust It may be 
secured, but we have no currency in our part of the country, and can 
not get it. 

(2) We can not borrow it at any price. 

(3) We have plenty of property — hogs, horses, cattle, sheep, hay, oats, 
com, wheat, but no money. 

(4) We want, and will have, more money. 

(5) What good is it to us that currency is absolutely safe to the holder 
if we can not get any to "hold!" 

Eeply: 

(1) Money is plenty. There never was so much money. 

(2) The Treasury reports show double the money now for each man, 
woman, and child that there was before the war or after the war closed. 

(3) Anyone who has anything to sell can get money enough. 

(4) Anyone can borrow money that has anything to borrow it on. 

Bejoinder : 

(1) I know money is not plenty. I do not care what the Treasury or 
any other '^reports show.^ 

(2) We are determined to have more money. 

(3) We never had any more things to sell, nor more of them, than 
now. 

(4) But we have to sell them immediately when they mature. 

(6) We can not borrow any money to hold them until we can get fair 
prices. 

B & 12 
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(6) We sell them, and when the speculators have skinned ns of all 
we have raised at low prices we hear that prices have gone up 5, 10, 16, 
or 20 per cent. 

(7) We will try the unlimited coinage of silver if we can not get any- 
thing else. 

Keply : 

(1) Unlimited coinage of silver will do you no good. How are you 
going to get the silver after it is coined! 
(2)^ The Government can only get it out by paying it out. 

(3) You can not get it unless you work for it or sell something for it 
which you have worked to raise, etc. 

(4) A 50-cent dollar can not help you. 

(5) Even that will not be given you, etc. 

Rejoinder: 

Yes; I know that^ but I can not be any worse off. The bankers and 
their Mends and neighbors get all the money they want. I can borrow 
no money when I have as much property in hogs that will be marketed 
in three or four months. My wheat, com, oats, barley, horses, beef, etc., 
are as good as any man's property. I can not be any worse off, and I 
will try unlimited coinage of silver anyway, and take the chances. 

This is not argument or reason, but it is exactly the condition of mind 
6,500,000 voters are in, or worse. 

Reply: 

What can be said on the stump — 

We are called gold bugs, gold-standard men, etc., etc. We are not 
single gold-standard men, if you mean by that that we have changed. 
We are now where we have been since the Government was born — for 
having the best money in the world j and will keep each form of our 
money — ^paper, silver, and gold — at a parity with every other. 

how the walkbb bill helps the people. 

People ought to get paper money for the asking, if they will keep it 
as good money as the world ever saw, and not other ways. 

(1) Any of you five men can get together $25,000, which is as little 
capital as can be made to pay expenses in a bank and make it safe, and 
can go to the United States Government and get $25,000 of notes, pay- 
ing only the cost of printing. Then the five men can make the $25,000 
of notes they get their own notes by having the president and cashier 
sign them. Then these five men can circulate them as money. But 
you say that is the way they used to do before the war, and we do not 
like that kind of money. 

(2) Yes; but the Government did not guarantee that money, and it 
does this money. The money I am talking of is guaranteed by the 
United States just as surely as it is now. It is exactly the same money 
as we now have. It has the Government guarantee, as we have always 
told you it must have, in order to be good money. The only difference 
is this : 

l^ow, the Government issues its bond, sells it to the bank, and thebank 
puts it back in the hands of the Government that made the bond, takes 
notes for it, goes home, and makes those notes its own, exactly as under 
our law, by signing them by the president and cashier of the bank, and 
uses them as money as now. But now the Government takes the capital 
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of the banks so the people can not borrow it, bat pays the bank 4 or 5 per 
cent interest on the bonds, and the bank also gets interest on the bank- 
note money it got on the bond. Under our law the Government pays 
the bank nothing. The Government makes the notes we have provided 
you precisely the same money as to securities as the present notes, in 
case the bank fails, by writing in the statutes that every one of the 
notes shall be immediately paid out of the United States Treasury if 
the bank fails; and the Government shall then take all the property of 
the bank to pay itself with the property of the bank, and, besides that, 
it makes all the banks pay a tax on all these notes all the time, and 
enough to make up any loss it could possibly make in paying these 
notes, and several times as much as any loss could be. 
(3) What, then, have we done! 

A. We have given you a paper money as much guaranteed and made 
secure by the Government in case the bank fails as now — the same as 
it has always been. 

B. The people have always complained that the banks got interest 
paid to them twice, once by the Government on the bonds put up and 
then by the borrower. We have stopped the Government interest to 
banks on the bonds by taking out of the law the right of only the 
bondholder, as you have said. You have always sahl "a man must 
become a bondholder to get paper money.'' Our law allows any five 
reputable citizens to get it without having to first buy bonds and then 
put up its $25,000 capital in the bonds as a guaranty to keep their bank 
notes as good as our greenbacks. 

C. We have done more. We have put upon the banks the duty of 
keeping all our money — greenbacks, silver dollars, gold dollars, and 
bank notes — each and all as good as the best money in the world by 
keeping all at a parity. 

Every greenbacker says that must be done. 

Every man favoring unlimited coinage of silver says that must be 
done. 
Every bank man says that must be done. 
Our law does exactly what all classes of people say they want done. 

D. It cost the United States Treasury from $12,000,000 to $20,000,000 
a year to keep our money at par, which is taken out of you by taxation, 
in the last twenty years. We have stopped all that, besides the hun- 
dreds of millions in indirect taxation. It has been cheap at its cost, 
rather than not have it done by anyone; but now the banks must do it 
in future, as banks do in all other countries, and at no cost to you, or 
cost to them, as to that matter. 

E. We have also required in the bill that when a bank note gets into 
New York, Chicago, or any other city it shall be sent home, to be loaned 
there. They can not pile notes up in 'New York by the hundred million 
under our bill, as they do now. 

F. As any five of you can get together and form a bank, with the 
money to put up in order to make the bank notes you get secure and 
not be obliged to use up your capital in first buying bonds, money 
can not be "cornered" or excessive interest charges be made on it by 
banks. 

G. Under our law you can borrow such money nearly one-third (cer- 
tainly one-fourth) less than the interest now is on our present bond 
money, for the reason that bond money uses up the capital you put up 
in buying the bonds. 

H. Under our bill the people have the $25,000 capital to borrow, and 
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$25,000 bills also, as they do in Canada, Scotland, France, Germany, 
and every other country, and can therefore loan money as cheap here 
as in Europe. 

Eemember, in all this talk and in no talk ever made was the mind of 
a single one of the average voters, making three fourths of our voters, 
ever cleared up on the proposition that the banker did not get 4 to 5 
per cent on his bonds, and 4, 6, 8, or 10 per cent interest in addition on 
the currency paid out by the banks. 

That belief remains; and that belief and the further fact that there 
is now no bank in many considerable centers of business throughout 
many sections of the country to make the people loans at reasonable 
rates of interest, and, still more, educating a body of citizens connected 
with banks to post up the citizens on the real facts, and thus steady 
public opinion with their knowledge and experience, has done more to 
prepare the minds of the people to receive the seed of the error of 
unlimited coinage of silver by our country, without the help of other 
countries, than its adherents have done to propagate that error. 

The only conceivable cure of it is in setting a back fire in increased 
free but sound bank currency. 

The people have a moral right to this free and ^' true bank currency," 
such as the people in every other country have, such as is provided in 
the Walker bill, H. E. 10333. 

i^ot one of these statements can be truthfully made of the Hill-Fowler 
bill. 

BANK OF ENGLAND. 

In addition to what has been already said in objection to grafting on 
to pur bad banking system the one bad feature of the otherwise most 
excellent Bank of England system, I wish to say that the belief of 
some sincere friends of reform — that we can correct admitted evils by 
a system of Treasury bookkeeping, as in the Bank of England, while 
$1,000,000,000 to $1,200,000,000 still remain as demands for gold on the 
United States Treasury — ^is the most fatuous of all. 

The Bank of England system of issuing currency could by no stretch 
of the imagination be thought by sound financiers to have any chance 
of adoption in England to-day were it an original proposition. 

If the Bank of England system was not urged on us ex cathedra, 
no one would think of adopting it. 

I^early the whole body of European financiers, and English as well, 
believe the restriction of its note issue to be the one defect in the Bank 
of England system, with reference to the pretended greater security 
given to the business and commerce of Great Britain in preventing or 
allaying panics by its method of issuing currency, over and above the 
method pursued by the Bank of France, the Bank of Germany, or in 
New England under the Suliblk system, from 1840 to 1864, which lat- 
ter I believe to have excelled all others, excepting the Scotch. No one 
believes in it, and yet it is proposed to foist the semblance of this sys- 
tem, but in a far more objectionable form on our present chaotic system, 
or rather want of system. The claim that the internal arrangements 
of the Bank of England required by law, as to keeping its accounts 
and its gold (for that is the sum and substance of the whole contro- 
versy), gives any greater security to the creditors of the bank and to 
the business interests of Great Britain, or makes its currency any more 
secure than are the currency notes of the institutions named, is wholly 
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nnfounded. The highest, and, in fact, the only substantial approval 
in finance is imitation, and the Bank of England system has been 
unanimously condemned in not being adopted by a single bank in the 
world during the fifty-three years of its existence. The Bank of Eng- 
land is, first of all, the commercial, and still more the gold, clearing 
house of the world, rather than a bank proper. That it is managed 
with consummate ability, by "giants in the land,'' is not disputed, 
but its success is believed by nearly the whole body of the practical 
financiers in Europe to be not because of, but in spite of, its system of 
issuing currency. Its position is unique. 

It is proposed in the Hill-Fowler bill to go further even than the 
Bank of England in making our legal-tender notes purely gold certifi- 
cates. 

The Bank of England notes are not gold certificates in form or sub- 
stance, as distinguished firom the notes of the Bank of Germany or the 
Bank of France. 

The issue department of the Bank of England held gold to the amount 
of only 66 per cent of the currency it had outstanding on December 9, 
1896, as shown by the Bankers' Magazine, London, England. It is 
therein reported that in 1847 the bank held gold to 48.84 per cent of 
its notes in circulation, 48.75 per cent in 1856. In 1857 it held gold to 
41.23 per cent. In 1860 it held 65.21 per cent, on October 3, 1889, 73.37 
per cent, etc., etc. To its total gold liabilities a comparatively small 
X)er cent, while not only English merchants, but the commerce of the 
world, looks to the $150,000,000, more or less, gold in the Bank of Eng- 
land for gold exchange. 

The Bank of England law gives no preference to its obligation in the 
form of a Bank of England note over any other form of its total obli- 
gations of $450,000,000 in the requirement that it shall pay gold on 
every demand. 

The provision of law requiring the bank to maintain two departments, 
one of issue and another of discount, is purely a matter of book- 
keeping, in that the same men are one and the same corporate person, 
managing its issue department and also its discount department, and 
invariably with the two departments as one corporate person does 
every customer deal. That is to say, the law recognizes only one cor- 
porate person in the Bank of England. This is incontestably true. 
The law simply defines how this person shall act. How, then, can it 
be said that each department has an autonomy of its own, or increases 
its ability to maintain gold payments, or that its security is increased 
or diminished by legal restrictions on its freedom of action in an emer- 
gency! In fact, in every crucial emergency this restriction has been 
saspended. 

It is impossible by a law, in provisions applying wholly to the man- 
ner in which a corporate person shall manage its internal affairs, and 
making parties of the second part in no way responsible for its doings, 
to change or modify or give preference in securing gold to one obliga- 
tion over any other obligation assumed by such corporation, when it is 
prescribed in the law that every obligation (of the Bank of England) 
is identical in this, viz, that they are each and all payable in gold on 
demand. 

The testimony before the Committee on Banking and Currency was 
that the Government is responsible for maintaining parity in all forms 
of our money, keeping each at a parity with the other, directly or indi- 
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rectly, each dollar of it on a par with the other in demanding gold. 
The least reflection will convince anyone that, in the nature of the case, 
this must be trae. 

Finally, the Bank of England was prohibited from giving any pref- 
erence to one of its creditors who held one of its obligations in the form 
of a Bank of England note over a creditor who had one of its checks, 
drafts, bills of exchange, or only a deposit in the bank subject to check. 
That we may understand the situation, I give its exhibit for December 
9, 1896, in dollars, and in the form used by national banks: 

ASSETS. 

Government debt $53, 604, 984 

Government securities 66, 928, 823 

Other securities 157, 353^ 785 

Loans and discounts 117, 805, 579 

Gold coin and bullion 161, 945, 829 

Silver and gold coin 11, 729, 881 

Total 509, 368; 881 

LIABILITIES. 

Proprietors' capital 70, 822, 174 

Surplus and undivided profit 15, 350, 863 

Public deposits 32, 113, 216 

Other deposits 206, 6?>6, 615 

Seven days' and other bills 692, 984 

Currency notes 243, 703, 02^ 

Total 569,368,881 

Liabilities to the Government 118, 286, 253 

Liabilities to individuals 451, 082, 628 

As not a dollar of this $570,000,000 has the slightest preference over 
any other dollar, from the Bank of England notes to deposits of indi- 
viduals, in being payable in gold or having the right to demand gold, 
how can anyone conceive that a rigid bank regulation or inexorable 
statute law in restriction of the freedom of the bank as to the mechan- 
ism of keeping its gold or issuing its currency or paying out its cur- 
rency as unforseen emergencies arise can be any other than a promoter 
and intensifier of panics rather than a source of stability and confidence 
in the ever-expanding and contracting demand for currency and the 
complex and ever- varying and unknowable banking gold conditions! 

Shall this country, in the Hill-Fowler bill or at the request of any man 
or body of men, because of their eminent respectability and ardent 
patriotism, make our treasury condition ten-fold worse than it now is by 
adopting the currency system of the Bank of England, when, as I have 
said, it has received the most severe and unanimous condemnation in 
the practice of all the other banks of the whole world for the fifty-three 
years of its existence? The greatest, in fact the only, competent or 
tangible evidence of apjjroval of any financial device is its adoption by 
those who approve it. Every bank in every country has in practice 
condemned the Bank of England machinery for keeping and paying 
out its gold and issuing its currency by refusing to adopt its system. 



STRENGTHENING THE PUBLIC CREDIT, ETC. 183 

Furthermore, the whole body of the world's practical financiers, with 
few exceptions, condemn it in words, as they all do in practice. It is 
not abandoned by the Bank of England from the fact that the warp 
and woof, the success of moderate banking, is based on "confidence," 
and when confidence exists, rightly or wrongly, bankers are not war- 
ranted in disturbing the public mind by a change, however desirable in 
itself the change may be. The only justification for action here, bad as 
is our system, is that the people having come to a knowledge of the 
perils of our financial position, confidence is destroyed and immediate 
reform is demanded on every hand. I could fill a hundred pages with 
adverse criticism of the Bank of England system from the leading 
financial writers of the world, but as I am appealing to the great jury 
that must finally decide this question, viz, the plain people, I use my 
limited space in quoting the final verdict of those most competent to 
form right opinions, from authorities the people can consult, which are 
crystallized in encyclopedias. 

The Encyclopedia Britannica is content to give definitions and state 
facts as to subjects in other cases, but in that of the Bank of England 
it confesses judgment through page after page of special pleadings 
that command the respect of but few financiers, and disputes its own 
facts. 

It confesses that: 

"It must be admitted that the variations in the rate of discount 
charged by the bank have been much more numerous and violent since 
1844 than they were before, and on these occasions it has been judged 
necessary to authorize the susj^ension of the act so far as to allow the 
bank directors the power to strengthen the banking department by 
recourse to the reserves in the issue department. In each case the 
suspension of the act arrested and allayed the panic prevailing up to 
the moment of suspension, and in 1866 it was not, in fact, found neces- 
sary to exercise the power to borrow from the issue department, which 
had been conceded to the directors." 

What is meant by the "suspension of the act" is the deliberate vio- 
lation of the plain letter and spirit of the law of the land "by the 
action of the executive government (of the bank) acting on the faith of 
a subsequent indemnity by Parliament." 

And this is the system of banking laws recommended to this country, 
badly as it serves the greatest bank in the world. On our Public 
Treasury, without a shred of banking business or banking powers to 
mitigate and hide its defects, this travesty of the true banking and 
true and safe currency principle and safe bank and currency practice is 
to be saddled with this excrescence. 

Again it says: 

"Again, it may be freely admitted that it is not improbable that 
changes (crises) have from time to time happened that might not have 
occurred supposing the separation of the banking and issue depart- 
ments had not been established. * * * The repeated suspensions 
of the act of 1844 in time of trial do, prima facie, present a much 
stronger argument for the repeal of the statute. Legislation which 
breaks down upon critical (crucial) occasions discredits the legislature 
that decreed it. Sir Eobert Peel, in common with the earlier advocates 
of the policy of the act (separate departments), believed that it would 
prevent the recurrence of commercial crises, etc." 

The statement by it of the fundamental principles governing the 
issue of currency laid down by the article and accepted by all writers 
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on finance confounds it in every word of its defense of the abnormal 
l^rovisions of the Bank of England act of 1844 as to its issuing cur- 
rency, viz: 

" No inference can be safely drawn from the number (amount) of 
notes or coins, or both, afloat in the country as to whether its currency 
be or be not in excess. That is to be learned by the state of the exchange, 
as by the influx and efflux of bullion. If the imports of bullion exceed 
the exports, it seems that the currency is in some degree deficient, 
while if the exports exceed the imports it shows that the currency is in 
excess, and that no additions can be made to it without further depress- 
ing the exchange and increasing the drain of bullion. When the 
imports and exports of bullion are about equal, then, of course, the cur- 
rency is at about its par level. These are the only criteria by which 
anything can ever be correctly inferred in regard to the deficiency or 
excess of currency. Its absolute amount affords hardly even a basis 
for conjecture. Excepting in periods of internal commotion, or when we 
are disturbed by alarms of invasion, the state of the exchange is the 
only, as it is the infallible, test ^ of the sufficiency or insufficiency of the 
currency.' " 

If there is any one thing more than another that will establish in 
the mind of the banker a fear that begets a crisis and panic or that will 
intensify them, it is that he can not change the form of his obligations 
and that his fellow-bankers will not come to his assistance in case of 
unusual demands being made upon him in <' rediscounting [his] bills 
that had been already discounted by him." See how the Bank of 
England is made to appear, whatever the facts may be, to play the 
Ishmaelite and intensify, if it is not a potent agent, in inaugurating 
crises, in a further significant quotation, viz: 

"Strict limitation in the number and class of customers with whom 
the bank would do business and a refusal to rediscount bills that had 
already been discounted by money lenders, make it possible to keep 
the bank rate below the rates of the open market without exposing the 
resources of the bank to an exhaustive demand." [And a government 
treasury has none of these devices or resources to assist it.] 

Financiers further declare that the Sir Robert Peel scheme for mak- 
ing hard and fast lines for banks in their issue of currency was adopted 
because of his utter failure to appreciate the fact that the only legiti- 
mate and certain repressive device was to compel banks to certainly 
and instantly redeem their currency in specie in some commercial cen- 
ter, as well as at their own counters. Where proper redemption is 
required, overissue of currency has never, anywhere, in the history of 
banking, had any perceptible influence in inciting or intensifying a 
financial crisis. I^ote the history of the Suffolk system, as also that of 
Virginia and Louisiana from 1840 to 1864. A very wide latitude in 
issuing currency was allowed banks, even up to their actual paid-up 
capital, and in some States to double their capital. 

It is not the holders of currency that begin an unreasoning demand 
for specie from banks or from the United States Treasury. There is 
not an instance of panic or even monetary stpngency being inaugurated 
by holders of currency, or a general demand for specie by holders of 
currency, until long after depositors were in panic and had done the 
mischief which reacted on the Treasury. It can not be shown that any 
normal bank has ever failed from the excessive issue of currency. The 
insolvency of banks is caused by the excessive or unwise extension of 
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loans, of which the issue of currency may bear an insignificant part, 
and our I^ational Treasury to-day is the guarantor of every bank in 
the country, national or State, in its maintaining the gold standard. 
Ko contradiction of this statement is found in the fact that dishonest 
persons sometimes established or got possession of a State bank, stole 
its funds, or debauched its currency, as such persons have wrecked 
national banks. 

Oq the other hand, the free issue of currency, and in amounts that 
would not have been justified in normal conditions, has prevented or 
allayed many a threatened or incipient panic, especially by the Bank of 
England, and in violation of law. Had our banks the right, and had 
they freely exercised it, in 1893, to issue currency up to their paid-up 
capital, bad as were other financial conditions, it would have prevented 
or safely and immediately relieved that panic. It was a currency fam- 
ine caused by hoarding currency quite as much as of gold hoarding. 

Banking is a contest from start to finish, in a pressure for credits by 
the borrower, supported by a desire for profits on the loans by the 
banker, on the one side, and a demand, on the other side, of payment 
and larger security by the banker. It finds its duplicate in the bulls 
and bears of the stock exchange. Bankers must have their every 
available asset at command to meet any and every demand, and to use 
at their absolute discretion at all times, as well as in crises, in order to 
prevent or to curb crises. 

The Bank of England act of 1844 was passed to take away this abso- 
lutely necessary discretionary power. I quote from the American 
Encyclopedia: 

"An examination of the operations of the bank (of England) demon- 
strates the fact that Sir Eobert Peel entirely misapprehended the 
causes of the fluctuations complained of, and that he applied the 
restrictions to that particular branch which varied but little (amount of 
currency issued). * * * The real cause of trouble was to be found 
in the loans (not in its currency). * * * That this act (taking from 
the management their discretion in issuing currency) has had no eflfect 
in mitigating this crying evil will be clearly seen in the fact that these 
fluctuations have never been more violent than since its passage. 
* * * In its efforts (on May 11, 18G6) to save itself and comply with 
the absurd provisions of the bank act, it (the Bank of England) spread 
ruin and desolation around it, and years were necessary to enable the 
country (Great Britain) to recover from the effects of the panic thus 
(itself) created." 

Those who think the currency restrictions upon the Bank of England 
meet the approval of the whole body of England's most experienced 
financiers are greatly mistaken. Scarcely one of them would not have 
a sense of great relief should he wake up any fine moi-ning and find 
them swept away. 

I am in no sense deprecating the beauty, strength, or wisdom of the 
" Old Lady of Threadneedle Street." I am only protesting that it does 
not lie in what all her true friends recognize as an ugly wart upon her 
nose, as Samson's did in his hair. The Hill-Fowler bill would transfer 
that wart to the nose of Uncle Sam and develop it into a malignant 
cancer, poisoning his life blood. 

Under the Gladstone administration, "Mr. Low, as chancellor of the 
exchequer, introduced into the House of Commons in 1873 a bill pro- 
viding ♦ * ♦ that the act providing two departments might be 
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saspended by order of the GoverBment upon certain conditions • • * 
when the governor and deputy governor of the bank certified that panic 
had caused a portion of the bank notes nominally in circulation to be 
locked up and withdrawn from (actual) circulation. The authority of 
Mr. Gladstone's administration had declined when this bill was intro- 
duced * * * and, assailed from many quarters, was withdrawn 
without the opinion of Parliament being taken on its merits. It was 
contended that Mr. Low's attempt * * * to define beforehand the 
conditions of a panic was a logical contradiction. A panic has no laws; 
it has no fixed shape. It is precipitated we know not how, and we are 
in the midst of it before we are aware." 

This amendment proposed by Mr. Low proclaims the fact "that in a 
stringency the people lock up the currency of the Bank of England, 
and that the law locks up its gold, and in its helplessness a crisis is 
thus actually precipitated and continued by the very provision of law 
avowedly enacted with the sole purpose of preventing or allaying 
crises such as are now created by it.'' 

I repe<at, the days of a run on a bank for specie, by presenting its 
currency for redemption, even in crises, are past, never to return, even 
under as liberal an issue of currency as was allowed by the old l^ew 
England Sufiblk system and that of Virginia and Louisiana (look at 
our experience in the currency famine and gold craze of 1893), always 
provided that every bank is compelled to redeem its currency in some 
" reserve city," as well as at its own counter, and also that the Govern- 
ment requires a very small safety-fund tax, to recoup itself for any loss 
from guaranteeing every dollar of currency issued by any bank, and 
keeps the same supervision and control as now of all banks issuing 
currency. 

Of course, I shall be told of the suspension of specie payments by 
New England banks in 1857; but the fact is that they only nominally 
suspended specie payments at that time. Specie did not go to a pre- 
mium, and all that was legitimately demanded of them by their cus- 
tomers in the way of their legitimate business was paid to them <^ on 
demand," and the banks soon recalled their nominal suspension. They 
continued to supply their customers with specie through that crisis, 
precisely as France and Germany now furnish gold to their customers. 
They kept their currency at par with specie precisely as the Bank of 
France and the Bank of Germany now sustain the silver and currency 
of those countries at par with gold. The State banks of New England, 
Virginia, Louisiana, etc., made a better showing from 1840 through 
1857 and up to 1864 than the Bank of England did in the same period, 
during which period the restriction on issuing currency by the Bank of 
England was suspended several times. 

Political and party rivalry, and that only, prevented the passage of 
the Low amendment by the British Parliament, and the safe removal 
of the hideous wart from the nose of the comely Old Lady of Thread- 
needle street, that looks so lovely to some, and that without leaving a 
scar. 

Again, normally low rates of interest can not prevail where the true 
bank-note currency is not issued. This country has not seen a nor- 
mally issued bank note since the State bank notes were taxed out of 
existence. It can be proven that the purchasing value of the wages 
or income of every man in this country is reduced by nearly one per 
centum per annum by our faulty banking, currency, and Treasury 
system. 
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1 will quote only one more opinion on the issue of currency system 
of the Bank of England, but it is the final judgment of one of the most 
careful and experienced investigators and financial experts and writers 
in Europe, He expresses practically their unanimous opinion. Pierre 
des Essarts, chief of the bureau of economics and statistics of the 
Eank of France, author of the History of Banking in All the Lead- 
ing l^ations, etc., in an article published in the Journal of Commerce 
and Commercial Bulletin of New York, March 10, 1897 (which no one 
can afibrd not to read), says: 

" The true bank note is unknown in the United States. The bank 
note should be simply a means of transforming a debt into cash. As 
between individuals the note is cash; but as between the issuing bank 
and the holder it is a credit instrument, because the note holder has 
loaned to the bank the coin he has a right to demand. * * * When 
a bank of issue is properly managed, the circulation takes care of 
itself. * * * These notes are sufficiently guaranteed if the property 
and securities against which they are issued (the assets of the bank) 
are valid and of sufficient value. * * * England has adopted an 
automatic device for issuing currency notes which works well in ordi- 
nary times, but the insufficiency of which has often been demonstrated 
in critical times. We may note in addition that the bank's regulations 
for issuing currency notes, which are practically useless in normal situa- 
tions, become futile or even dangerous when the bank is called upon for 
unusual exertions." 

Ko man can suggest any substantial advantage in the division of the 
issue department from the discount department of the Bank of England 
over and above the law and practice of the Bank of Germany or 
the Bank of France or the Kew England Suffolk system as it existed 
before 1864, while its disadvantages are clearly stated by authorities 
beyond question. In fact, as I have said, in the Bank of England and 
nowhere else, excepting partially under our national bank act, is any 
approach to the English system in operation. It is patent to all that 
very nearly the universal opinion of European financiers is that the 
success of the Bank of England is in spite of— not because of— its thor- 
oughly abnormal internal machinery for issuing currency and handling 
gold. 

My excuse for this long paper is the strong effort that is being 
made not only to engraft upon our national banking system the cur- 
rency system of the Bank of England, but to divert the United States 
Treasury, as Washington, Hamilton, and Gallatin onade it, still further 
fi*om its legitimate functions, and make it a huge* bank, modelled upon 
what European financiers believe to be one of the absurdities of the 
English bank act of 1844. 

Furthermore, the Bank of England is confessedly a monopoly, and its 
monopoly of currency the most excessive of its oppressive features. 
Our people demand all the freedom, the convenience, and the economy 
of the true bank-note currency of the old State banks, plus the security 
of national supervision and control of our national law, and also plus 
a small tax on currency to recoup the United States Treasury for its 
guarantee of every dollar of currency issued by the Government to the 
banks and put in circulation by them. 

They have repeatedly refused to give up the United States legal- 
tender notes. They probably would consent that they be reduced to 
$200,000,000 by paying $146,000,000 of them with the gold now in the 
Treasury. They demand that the old Suffolk system shall be national- 
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izedy that the only power that can keep the $200,000,000 legal-tender 
notes and all other currency and coin put in circulation at par with 
gold, absolutely free of expense, viz, the bank, shall do so by assuming 
the current redemption of the greenbacks pro rata to their capital. 

No impartial investigator who will careMly examine the immense 
body of facts furnished by the Comptroller of the Currency, and those 
furnished by the chairman and published in the reports at the hear- 
ings before the committee, can come to any other conclusion than that 
no substantial relief can come to the United States Treasury by the 
enactment of any bill that is not drawn on the lines of the Walker bill 
(H. E. 10333). 

Respectfully submitted. 

J. H. WALKERy Chairman. 



APPENDIX. 



Not a single person has appeared before our committee who did not 
condemn the principle on which the Hill-Fowler bill (H. R. 10289) is 
drawn, and who did not approve the principle upon which the Walker 
bill (H. R. 10333) is drawn. This is so patent, when dissevered from 
commendation or condemnation of any particular bill, and therefore 
given without prejudice, that I append the following extracts from the 
testimony given before our committee and published in the " Hearings :'' 

NO GOLD PAID INTO THE TBEASUBY. 

TheOHAiBMAN. What percentage of the present income of the 
Treasury is paid in gold? 

Secretary Gage. Perhaps one-half of one per cent; something like 
that. It is so small that I have not looked into the matter. 

The Ghaibman. It cuts no figure? 

Secretary Gage. No; it cuts no figure whatever, 

OHANaSS IN THE LAW SHOULD BE FEW AS POSSIBLE. 

Mr. Walkeb. Should not the changes proposed, while being thor- 
ough, make banking as free and allow currency notes to be issued to 
the people as freely and at the lowest x>ossible cost that is consistent 
with its sure current redemption in si)ecie and the sure and immediate 
payment of these currency notes in case of insolvency? 

Mr. Faibohild. That is my idea. 

Mr. Walkbb. The changes should allow those sections of the coun- 
try where interest is highest to make the same relative profit on the 
currency issued in those sections as is made in the lower-interest 
localities, should it not? 

Mr. Faibohild. I should think so, most decidedly. 

UNWISE TO ATTEMPT BY MANDATE OF LAW TO UNDEETAKE TO COM- 
PEL BANKS TO BEDEBM IN GOLD. 

Mr. Stallings. Does your biU provide that the national banks shaU 
redeem their notes in gold? 

Secretary Gage. It does not. 

Mr. Stallings. Do you think it ought to? 

Secretary Gage. After consideration I think it is indifferent whether 
it does or not. The reason I did not put it in was that I do not 
believe the Government, as an issuer of notes, ought to recognize any 
money on earth as better than its obligations, or discriminate against 
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itself or its obligations. If they say that greenbacks or any of the 
Government's obligations are not good enough for something, but gold 
is, they thereby cast a reflection upon their own notes. Besides, I 
think it would be purely immaterial. If you make the banks redeem 
in gold, then the banks must get the gold to redeem with. If they 
have the obligations of the Government, you may make it necessary for 
them to present the notes to the Government with which to get the 
gold to redeem their notes, * ♦ * and therefore it does seem to 
me expedient from all points of view, practically and theoretically, 
not to put that in the law. The banks, if they find difficulty in main- 
taining other forms of legal money that will discharge debts, will have 
to carry gold. They have now in their possession in the country some 
$240,000,000 of that kind of metal, which is a pretty fair supply to start 
with. 

Mr. Hill. ♦ ♦ ♦ Do you believe that it would be a wise course 
to pursue to make all bank redemption specifically in gold coin, elim- 
inating the other legal tender of the country — silver and the lawful 
money, silver certificates? 

Mr. FowLEB. Limit it to the notes, of course, and not the deposits. 

Mr. Faiechild. My idea in all this was that the Government should 
not in its laws discriminate against any of the money which it had in 
circulation, because the tendency of so doing was to drive it into the 
Treasury. 

Mr. Hill. But that redemption should be in lawful money f 

Mr. Faiechild. That was my idea. 

GOLD EEDEMPTION BY GOVERNMENT OF ALL PAPER MONEY — 

TEEASUEY REDEMPTION IN GOLD. 

Mr. Brosius. Now, how can we redeem the pledge we are under by 
existing law to maintain the parity of oar money unless we afford some 
means for the people who hold paper to present those obligations for 
redemption in gold? 

Secretary Gage. We can not. I understand we have such a process 
now. 

Mr. Brosius. If we take $200,000,000 of the $346,000,000 out of cir- 
culation and hold it in the Treasury, that can not be presented? 

Secretary Gage. No, sir. 

Mr. Brosius. What kind of demand obligations will the people have 
to present to the Treasury to get their gold? 

Secretary Gage. They will have $146,000,000 of greenbacks. They 
will have $100,000,000 or more of Treasury notes, and they will have 
$450,000,000 of national-bank notes. They could not present them to. 
the Treasury, but they can present them to those who promise to pay. 

parity TO BE MAINTAINED. 

a 

Mr. Brosius. I know that; but the Government has undertaken to 
maintain the parity of all our money. 

Secretary Gage. Yes, sir. * * * The ability of the Government 
of the United States to maintain the parity between the different forms 
of its money outstanding depends upon its ability to control gold. So 
far as it can reduce the obligations that are outstanding, so far it 
increases its strength to take care of those that are out. 

Mr. Brosius. Then the duty that we have undertaken, to maintain 
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the parity of gold and silver and all our money, requires that the people 
are afforded some means of getting gold with the other money? 

Secretary Gage. The means are open, as I look at it. 

Mr. Brosius. Are there any means left after the demand obligations 
of the Government are taken out of circulation! 

Secretary Gage. Yes, sir; there would be if they were all out. 

Mr. Brosius. What way! 

Secretary Gage. The way would be for people to present their obliga- 
tions to the national banks. 

UNDER GAGE BILL THE BANKS WOULD REDEEM THEIR NOTES IN 

SILVER. 

Mr. Brosius. The Gage bill does not make it their duty. 

Secretary Gage. To do what! 

Mr. Brosius. To redeem in gold. * * * They would comply with 
the law if they redeemed in silver. 

Secretary Gage. They would. Kow you have struck the point. 
You think that when the Government demand obligations are out it 
will have no function in maintaining a parity. It will have about all 
the function it wants to perform in keeping $560,000,000 in silver money 
of the United States, and keeping that on a parity. 

Mr. Brosius. How! 

GOVERNMENT WOULD EXCHANGE GOLD FOR SILVER AND FOR BANK 

CURRENC Y. 

Secretary Gage. By exchanging gold for it. 

Mr. Brosius. A gold reserve would have to be provided for that 
purpose! 

Secretary Gage. I think so. 

Mr. Brosius. Yes. Then, all the paper obligations being issued by 
the banks, the redemption of that would be left entirely to the banks! 

Secretary Gage. I think so. 

Mr. Brosius. And then, if the banks refused to redeem in gold, or 
were unable to redeem in gold, the whole system would collapse, and 
we would go to a silver basis! 

Secretary Gage. I can not quite follow you. I thought you asserted 
a minute ago 

The Chairman. I think I can put a question right there that will 
perhaps clear this. The object of retiring this $200,000,000 is to put it 
out of the power of anyone to use the $200,000,000 to ask for gold 
redemption. 

Secretary Gage. That is correct. 

The Chairman. It leaves out in circulation all the silver certificates 
and the Treasury notes. Now, what Mr. Brosius wants to get at is, 
how the Government gets gold if it proposes to redeem all those 
Treasury notes and certificates in gold. 

Secretary Gage. Well, that is another question. It makes little 
difference how they do it. I provide how they can do it a great deal 
easier than now. 

The Chairman. How ! 

Secretary Gage. There would be $200,000,000 less to take care of. 

The Chairman. Out of the $700,000,000! 

Secretary Gage. Out of the $930,000,000. 
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Mr. Prince. How many million dollars will the bank circalatlon 
re«ach at the same time! 

Secretary Gage. I think it will be something like $500,000,000. 

Mr. Prince. That, added to the $730,000,000, makes $1,230,000,000. 
So, if the banks have to redeem the gold, there are demand notes and 
in circnlatiou, either against the GK)yernment or the banks, for which 
gold can be demanded, to the extent of $1,230,000,000 f 

Secretary Gage. Yes, sir. 

GOVERNMENT TO REDEEM $1,230,000,000 PAPER MONEY. 

Mr. Prince. Now, you say that if the banks can not meet this and 
it is thrown back on the Government the Government will take pos- 
session of the banks, their assets, and property, and, to do its duty, it 
would redeem this $1,230,000,000 in gold! 

Secretary Gage. Yes, sirj until they wound up business. 

GAGE bill drains THE TREASURY OF GOLD. 

Mr. Hill. How have you released the Government of any liability of 
redemption in that exchange of the $200,000,000! It seems to me you 
h ave made it still more easy to drain the Treasury of gold. For instance, 
if a company of men wish to get $200,000,000 of gold from the Govern- 
ment, instead of getting gold for greenbacks, why wouldn't they take 
bank notes and redeem them in lawful money, and then call for the gold 
with their lawful money! 

Secretary Gage. In the first place, they would have to get the lawful 
money. They have to find that lawful money. As fast as these notes 
are presented for redemption, the difficulty of finding the lawful money 
will increase. They must provide the lawful money. If they do find it, 
there is no way for the Government to escape payment of its lawful 
obligations. 

Mr. Hill. They will get notes or silver, will they not! 

Secretary Gage. From whom! 

Mr. Hill. From the banks; or else the bank fails. 

Secretary Gage. Yes, sir; and if the bank can not provide legal- 
tender notes. Treasury notes, or silver, it will have to provide gold. It 
will provide that which is easiest^ of course, as anybody else will do. 
But I contemplate that under my bill I will diminish the lawful money 
$200,000,000. I will make it relatively scarcer than it is now. 

Mr. Cox. When the bank note follows its process along until it 
reaches its redemption in the Treasury of the United States, does your 
bill propose to redeem that bank note in gold or other money at the 
option ctf the holder of that note! 

Secretary Gagb. In the case you suppose, the note is redeemed at the 
[bank] counter. 

Mr. Cox. No; they refused to redeem it. 

Secretary Gage. You supposed he redeemed it in a greenback, and 
he took the greenback and went to the Government. 

Mr. Oox. He takes the note, or a bundle of notes, to the bank, and 
the bank refuses to redeem them in gold. He still holds those notes. 
Now, under your bill, is not the process incorporated into this, that a 
man can have those bank bills redeemed by the Government! 

Secretary Gage. Yes; he could send to the Government and get 
those notes redeemed. 
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Mr. Cox. I SO understood it all the way tbrough. Kow, he could 
take the bank notes, the bank refusing to redeem them in gold, to the 
Government — take the same notes to the Government — and the Gov- 
ernment would be bound to redeem them in gold if he demanded it! 

Secretary Gage. It wonld be bound to redeem them in greenbacks 
or gold; yes. He could take the greenbacks and turn around and draw 
the gold, so it would be practically a redemption in gold. 

Mr. Cox. In other words, he could take the notes of the bank and 
go to the Treasury of the United States and the Government, under 
this bill, would be obliged to redeem those notes in gold! 

Secretary Gage. Substantially, yes. 

But, mind you, the Government is not redeeming those notes on its 
own account. The Government is redeeming them on account of the 
bank. 

Mr. Cox. I understand that. 

Secretary Gagb. Then the bank would have to account to the Gov- 
ernment and reimburse it. 

GOVERNMENT HAS NO CLAIM FOR GOLD ON THE BANKS. 

Mr. Cox. Certainly, and I take it that the Government would demand 
reimbursement in the same kind of money the Government had redeemed 
the notes inf 

Secretary Gage. Fo, sir. If the bank had satisfied its legal liability 
to the Government and recouped the Government with any form of 
money that the Government recognized — greenbacks, Treasury notes, 
gold, or silver — that, I think, would be sufficient. 

Mr. Cox. Then the Government, in the first step of redemption, 
redeemed the kind of notes I have spoken of in gold, and its obliga- 
tion is such that you think it necessary, to maintain the parity, to 
redeem them in gold if the holder desires gold; but when the bank, 
which has got from the Government the benefit of banking, comes to 
pay the Government the bank can pay the Government off in any kind 
of money? 

Secretary Gage. Whose fault is that! That is the situation the 
Government is in, and going deeper does not get it out. 

Mr. Johnson. What law is there to require the Government of the 
United States to redeem national-bank notes in gold! 

Secretary Gage. There is no law; but we have to redeem them in 
lawful money. We have to redeem them in something, and if it were 
so that a holder of these notes could go to another window and secure 
gold, it would be substantially as Mr. Cox says. 

GOVERNMENT GETS THE POOREST MONEY. 

Mr. Fowler. Under your plan, as I understand it, the banks of the 
country could deposit your reserve fund in either greenbacks. Treasury 
notes, or silver certificates, could they not? 

Secretary Gage. Yes, sir. 

Mr. Fowler. Would there not be, under the pressure now felt in 
this country, a tendency on their part to get rid of the poorest of those 
three kin ds of money and in stinctively deposit silver certificates. Would 
not that be the tendency? 

Secretary Gage. That would be the tendency unless their faith in 
those notes is strengthened. 
B & c 13 
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Mr. Fowler. Let as assame, however, in going through this, that the 
banks would tend to pay into your reserve any legal-tender money, say 
in silver certificates. The result, then, is that there would be outstand- 
ing, mathematically, 9346,000,000 of greenbacks, $115,000,000 of Treas- 
ury notes, approximately: and you have leffc $136,000,000 of silver 
certificates in the place of the $200,000,000 of silver certificates which 
have been deposited by the banks and are not a legal tender and can 
not draw gold; and in place of that you would have $200,000,000 of 
national-bank notes, would you notf 

Secretary Gage. Outstanding f On your hypothesis; yes, sir. 

Mr. Fowler. I am not dealing with hypothetical questions, but a 
sad experience which we have had in the last three years. Let us go 
a step fui-ther. If it is true that you have added to the abstractors 
$200,000,000 of that money, which to-day makes drafts upon the Gov- 
ernment for gold, what defense has the Government against that draft! 
You have stated that whenever the Government attempts to recoup for 
that gold which it has paid out, the bank to which it sends its notes 
can then pay the Government in lawful money! 

Secretary Gage. If it has it. 

Mr. Fowler. Would it not be the most natural thing in the world 
for the banker — and I am asking you as a banker — ^to send in silver. 
Treasury notes, or certificates rather than to send in gold! 

Secretary Gage. It would depend, as I have said, upon two consid- 
erations — what relative supply he had of each and what respect he 
had for them; that is, his confidence in them. If he thought the gold 
was safer and better for him to have he would send the other if he had it 

PANIC OF 1893. 

Mr. FowLBB. That is the point exactly, ISTow, is it not a fact that 
we are drafting a bill, not to cover normal conditions, but to cover 
crises, and is it not true that whenever a crisis is on, such a crisis as 
we had in 1893, practically no money at all passes between people; and 
if it were thought that there is a chance of the Government not being 
able to redeem its obligations, would not everybody press the Treasury 
for gold, and if it is true, is it not true also that every bank would 
reserve its gold and pay out its paper money? 

Secretary Gage. In such condition of distrust of the standard, yes, 
sir. * * * I do not know how to avoid the risk of the Government's 
responsibility except to cancel its debts and not owe anything. Then 
there would not be any trouble of the kind you suggest. 

The Chairman. I wish to ask you whether it is possible to use paper 
money, and keep it at all times equal in purchasing power to the specie 
it represents, without having the coin sure of easy possession for the 
asking in exchanging it when the desire for it arises! 

Secretary Gage. I think not. 

STOPPING THE MOVEMENT OF THE " ENDLESS CHAIN " PRODUCES 

PANIC. 

« 

The Chairman. Then any device that hinders or in any way delays 
or incites in the mind an apprehension that, upon desiring to exchange 
the paper money for the specie it represents, the specie may be refused 
or the obtaining of it delayed, tends to excite a desire to exchange the 
paper money for it and to incite a panic I 
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Secretary Gage. It woald incite distrust — that is, panic — and lead 
to a pressure for specie. 

DEPRECIATING THE PRICE OF BONDS THE ONLY WAY TO PROTECT 

GOLD. 

The Chairman. I prefer to use the word " specie," you understand, 
because I do not want to raise the question of coiuage. Is it not a fact 
that there are scores and hundreds, and, in the case of mortgages, 
stocks, bonds, and all things that easily and surely transfer wealth, 
thousands and millions of funds, that are quickly available, which are 
awaiting the depreciation of prices of such securities in order to pur- 
chase them at less than their normal price? 

Secretary Gage. I could not speak very authoritativeJy on that 
point. 

The Chairman. I will ask Mr. Fairchild if it is not a fact that there 
are millions upon millions of funds, quick assets in banks, that are 
awaiting the depreciation of securities to purchase themf 

Mr. Fairchild. Yes, sir; there are always plenty of persons willing 
to buy at a depreciated price. 

The Chairman. There is an immense number waiting to do so? 

Mr. Fairchild. I should think so. 

RAISING THE RATE OF DISCOUNT WORKS THE DESTRUCTION OF THE 

DESIRE FOR GOLD. 

The Chairman. The next question is, that the only principle upon 
which a safe and free issue of paper money redeemable in sipecie can 
be had is a principle that will work the destruction of a desire for specie, 
when it arises in the minds of the holders of the paper money that rep- 
resents the specie, by then making other things more desirable to them 
than the specie. Is not that the principle on which the Bank of Eng- 
land raises the rate of discount and protects its gold? 

Secretary Gage. I should say it is, by satisfying the desire rather 
than by destroying it. That is the only amendment I should make to 
your statement. It appears in the form of statement. 

The Chairman. How is it satisfied? 

Secretary Gage. Either with the gold itself or other things they 
prefer. 

The Chairman. Is it not a fact that they will insist upon having the 
gold unless the action of the bank is such as to depreciate what we call 
solid securities to a point where they will prefer to buy them — I do not 
mean individually, but as a class — rather than take the gold? * * * 
Is it not a fact that the raising of the rate of interest, when conditions 
are such that the rate of interest is forced up, forces down the price of 
solid securities, and that solid securities are shipped from one country 
to another and are accepted by persons rather than specie? 

Mr. Fairchild. * * * i think we are somewhat misled by the 
raising of the rate of interest by the Bank of England. It does that 
specifically to protect the gold it has. 

The Chairman. My point is, how does it protect the gold by raising 
the rate of interest? 

Mr. Fairchild. Just as it diminishes the borrowing demand. The 
Bank of England raises the rate of interest because the borrowing 
increases, and the result of that is to diminish the call upon the funds 
of the Bank of England, and all of the funds of the Bank of England 
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being gold, the resalt is to diminisli the call upon the gold in the Bank 
of England. Now, in this country the same thing takes place when a 
man borrows a million dollars to pay a debt abroad. It makes a dimi- 
nution of the loanable funds, and that of Itself works an increase in 
the rate of interest, and when that rate of interest becomes large enough 
the seller of exchange, instead of meeting his remittances by the actual 
shipment of gold, finds a cheaper way to m.eet his bill of exchange. 
Secretary Gage. I agree with what Mr. Fairchild has said, but I do 
not think either of us yet has specifically answered your question. I 
am willing, for my part, to say the raising of the rate of interest tends 
to depress the price of securities and tends to depress the price of com- 
modities. 

BANKS RAISE THE RATE OF INTEREST BECAUSE COMPELLED TO 

DO SO. 

The Chairman. Then the raising of the rate of interest by the Bank 
of England, or the banks of New York, or of Chicago, taking large cities 
first, is compelled by the financial situation. It is not a matter that 
they control, but they are compelled to do so to protect their deposits 
and to protect the banks. Is not that so? 

Secretary Gage. That is undoubtedly so. 

The Chairman. That the bank officers do not by their own motion 
force up the rate of interest, but they defend themselves and defend 
their institutions from having their funds depleted by raising the rate 
of interest, and are compelled to do so by the situation! 

Secretary Gage. Yes, sir; and it is operated upon by the law of 
supply and demand in regard to loanable funds. 

LEGAL RATES OF INTEREST. 

The Chairman. Is it not a fact that the rates are never put high 
enough to prevent the loan of the funds of the banks up to a safe 
limit, under existing conditions! 

Mr. Fairchild. It never will be high so long as there are funds 
which it is safe for a bank, or a number of banks (if there are a number 
in a place), to loan. 

RAISING THE RATE OP INTEREST PROTECTS GOLD. 

The Chairman. Is it not a fact, Mr. Fairchild, that the desire for 
taking gold or anything else for shipment is an economic desire — unless 
it is a miserly desire, which we do not consider in this discussion — and 
when the rate of interest is raised it depreciates the price of securities 
so that it checks the economic demand for gold, and, added to that, is 
it not a fact the raising of the rate of interest by the Bank of England 
has been effective through all these years in protecting its gold! 

Mr. Fairchild. The raising of the rate of interest in England by 
the Bank of England as an indication and exponent protects the gold 
in England. 

The Chairman. Is it not a fact that the raising of the rate of inter- 
est of the Bank of England in the last ten years has always protected 
the gold, for the reason men desire wealth for the income upon it, and 
that as the price of solid securities goes down the income increases or 
the securities are shipped and accepted in place of gold, and that is 
what protects the gold in the Bank of England! 
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Secretary Gage. I think that is correct. 

Mr. Brosius. In the Bank of England the rate has been as high as 
10 per cent? 

Secretary Gage. Twice in my lifetime. 

Mr. Brosius. In nearly every State there is a legal rate of interest, 
and under our banking law no national bank in any State can exceed 
the legal rate of interest there, so that there must be considered as a 
maximum rate of discount a great many different rates in the different 
States of the Union? 

Secretary Gage, You are right, except as to the State of New Tork, 
where, I believe, on demand loans on securities there is no limit as to 
the rate of interest. Am I correct, Mr. Fairchild? 

Mr. Fairchild. On securities. 

Mr. Brosius. Let me understand that. 

Secretary Gage. And in Massachusetts I think there is no legal 
rate. 

The Chairman. There is a legal rate in Massachusetts and in New 
York when there is no agreement made, but men have the right to 
make any agreement they choose. 

Secretary Gage. I so understand. 

Mr. Johnson. On call loans? 

The Chairman. On any loan. 

Mr. Fowler. I would like to have brought out the fact that on call 
loans in New York there is an exception to the statutory rate. Now, 
one question upon the matter of raising the rate: Is it not true, gentle- 
men, that after the rate rises to a certain point it is simply a question 
whether a large number of people who might profitably borrow at a 
lower rate do not borrow at the higher price because it will not be a 
profit to do so? 

Secretary Gage. It operates that way. 

Mr. Hill. Connecticut has no rate unless it is fixed in the contract. 

Mr. MoCleary. Inasmuch as New York is the point of export, I 
wish to ask whether the rate in New York will not govern after all? 
And, therefore, are the rates of the several States very material in the 
case? 

Mr. Fairchild, I say that under present conditions I should sup- 
pose New York would largely determine the rate, although I might say 
that Chicago has lately been loaning a good deal of money in Europe. 
So probably the two go very much together; but New York would very 
largely influence it. 

people have no desire for gold. 

The Chairman. Wherever men are controlled by economic consid- 
erations the desire of men is for wealth which affords them an income, 
and therefore specie is never desired or even accepted in payment 
except for the purpose of selling it at a premium or for safety. 

Secretary Gage. That is a fair statement of fact. 

The Chairman. The whole system of using paper money depends 
upon the instant and sure redemption in coin by the issuer of it? 
• Secretary Gage. Upon perfect confidence in the coin redemption. 

The Chairman. Let me ask a second question, which is developed 
by this. In order that paper nt)ney may be sft^fely issued and used, is 
it not necessary that the issuer, directly or indirectly, be the redeemer 
of it? 

Secretary Gage. I think so. 
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THE ENDLESS CHAIN. 

The Chairman. Kow we strike something that has been talked of in 
the country — that a fitting illastration of this process is an endless 
chain that never ceases for an instant to move potentially or actnally, 
and anything that impairs any link in the chain does it injury. 

Secretary Gage. Your question involves figures of speech which fail 
always to carry exact ideas; but if I catch your thought 

The Chairman. Can you suggest a more apt illustration of the nec- 
essary inevitable constant flow of currency in and out, coming in con- 
tact potentially with the specie it represents, than an endless chain 
which never ceases for an instant to move potentially or actually, and 
that anything that impairs any link of the chain does the currency 
System injury? Can either of you gentlemen suppose a more apt 
Dlustrationf 

Secretary Gage. I think there are a dozen you might use. 

The Chairman. Will you suggest any one of the dozen? 

Secretary Gage. Say individual buckets. We have adopted the end- 
less chain as a figure of speech, which probably conveys nearly the idea 
involved, namely, that whoever has demands against the Government 
or anyone else can take those demands and have them realized in 
redemption money, in specie. If these obligations are again issued, the 
new holder can do the same, and so there is a sort of circle established; 
or it may be, on the one hand, the notes flow out, and in the course of the 
movement of trade or commerce or distrust the notes come back in a 
circular movement. That is not a horrible thing; it is natural, rea- 
sonable, and proper, and the issuer should never complain. Let him 
meet his liabilities on demand. 

The Chairman. Is not that what will take place in making a redemp- 
tion fund? 

Secretary Gage. I think it is. 

The Chairman. Can you suggest anything further, Mr. Fairchildt 

Mr. Fairchild. No, sir; I think that is perfectly true. 

The Chairman. Assuming that there will be a recurrence of the 
distress of 1893, is it possible in such a situation and under such con- 
ditions to avoid an endless chain, as long as we have any obligations 
we redeem in gold? 

Secretary Gage. No, sir. You may sometimes make a strong endless 
chain and sometimes a feeble one. As long as there is a dollar of obli- 
gation of the Government out, that dollar can be presented to the Gov- 
ernment. If it is redeemed and paid out it can be presented again, and 
can be presented as many times as it is paid out. That can be done 
with only one dollar. 

GOLD TAKEN OUT OP THE TREASURY IS LOST FOR USE IN REDEEM- 
ING PAPER MONEY. 

The Chairman. Is it not a fact that gold taken out of the Treasury 
goes into the possession of forces antagonistic to the Treasury, and that 
gold taken from a bank is immediately returned to some other bank 
and is kept in the banking system, and the gold is not lessened iu 
quantity? It is lessened in quantity by just that amount taken out of 
the Treasury which is available for redf mption, while in the banks it is 
not lessened at all? 

Mr. Fairchild. Yes. 

Mr. Johnson. In one sense the endless chain is not an evil. It is 
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essential in the construction of a currency system that there should be 
a presentation of the demand notes for redemption, but the evil lies in 
the fact that the Government does not possess the banking facilities to 
enable it to meet these demand notes without undue stress. 

Mr. Fairchild. Yes; the Government funds are constantly being 
depleted and never replenished in the ordinary course of its business, 
while with the bank transactions which call for the issue of its demand 
obligations contain the means for their payment. 

GOVERNMENT CAN NOT SAFELY ISSUE PAPER MONEY. 

Fow, when the Government issues its demand obligations the trans- 
action which issues them contains no means whatever for their payment. 

Mr. Johnson. That is the very point I wanted to develop, wherein 
the work of the Government, as a bank issuing circulating notes, differs 
from a well-constituted bank. 

Mr. Fowler. The counterpart of any credit note that is issued by a 
Government or a bank is that it shall be currently redeemed in some- 
thing of real value as a measure, in order that its soundness may be 
tested every hour if necessary! 

THE ENDLESS CHAIN GOOD AND NOT EVIL. 

Secretary Gage. In order that a condition of health may prevail. 
Suppose that with a bank the same circular movement of gold goes on 
that was spoken of a little while ago. The probability is that every 
bank in every ^oney center redeems every day frpm 10 to 15 per cent 
of its liabilities, creating new liabilities to someone else, and the next 
day liquidating again and again, always new creditors settling and 
satisfying former creditors. There is a substantial redemption of a 
bank's liabilities. A bank's notes are not different in their essential 
character from the bank's deposits. They are the same in their nature 
and are governed by the same general principles. 

SELL BONDS TO MAINTAIN PARITY. 

Mr. Bi^osius. Do you think that the parity of all our money under 
all circumstances could be maintained without the direct interchange 
of gold for silver, in case the holder of the silver demands it, and does 
not your commission bill proceed upon the assumption that gold will 
be given for silver when demanded? 

Mr. Fairchild. We provide in our bill that it shall be so given. 

Mr. Brosius. That is direct interchange, is it not? 

Mr. Fairchild. That will be direct interchange; yes, sir. 

Mr. Brosius. Can the parity of silver and gold be maintained under 
all circumstances without that direct interchange! 

Mr. Fairchild. I should say not so surely, under all circumstances. 

Mr. Brosius. And therefore you have provided for that in your bill! 

Mr. Fairchild. Yes. 

Mr. Taylor. By the terms of this bill a baiik has to pay its deposi- 
tors in some kind of lawful money. It may pay greenbacks, and when 
they are gonn it may pay them in silver. If it pays them in silver, the 
United States stands ready to exchange gold for the silver, so the cur- 
rency of the country rests upon such a basis that men will not only be 
able to obtain gold when they want it, but they can compel it when 
they want it. 
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Mr. Cox. Here is a depositor in a bank who has a thousand dollars 
deposited. He calls upon the bank to make good that deposit. The 
bank has to make it good in gold or silver. If they make it good in 
gold, that is the end of it. If the bank pays him in silver, then the 
man can take the silver and go to the Treasury and get the gold. Is 
that correct? 

Mr. Taylor. Yes, sir. 

Mr. Cox. Now, he leaves the silver there in the place of the gold. 
The diflSculty, in my mind, lies in this. With that kind of process 
where is the Grovernment to get the gold to redeem that silver or 
exchange it? 

Mr. Taylor. Just as it does now. By its revenues, when they are 
sufficient, and when that is not sufficient by borrowing. 

UNITED STATES NOTES DESTROYED BY SECRETARY GAGE IN 

MAKING THEM GOLD CERTIFICATES. 

The Chairman. Mr. Secretary, you have said that if you had in the 
issue and redemption department $200,000,000 of greenbacks to-day — 
and I suppose you include the $125,000,000 of gold out of the general 
Treasury, making $325,000,000 — that the banks would immediately, you 
think, bring gold to the Treasury for the greenbacks? 

{Secretary Gage. I think so. $ 

The Chairman. Why should they not bring the whole $200,000,000 
they now have to take the greenbacks? 

Secretary Gage. Perhaps they would. I am naturally conservative 
in my estimates. 

The Chairman. It would be to their interest to do so, would it not? 

Secretary Gage. I think it would. 

The Chairman. Then, assuming that there are $21,000,000 of green- 
backs — I believe that is the estimate, somewhere from $15,000,000 to 
$25,000,000 — destroyed, you would have either greenbacks in this issue 
and redemption fund or gold to make up the $325,000,000? 

Secretary Gage. Yes, sir. 

The Chairman. Then that makes the greenback purely and abso- 
lutely a gold certificate? 

Secretary Gage. It makes it essentially so. I do not think it makes 
it purely and absolutely so. 

EX-SECRETARY FAIRCHILD. 

[Mr. Fairchild proposes to destroy leg^al tenders and have no paper 
money under $10, except $200,000,000 in silver certificates, and then 
banks can not get these certificates.] 

The Chairman. You propose a destruction of the greenbacks, and 
to substitute for the greenbacks drawing gold from the Treasury the 
silver dollar? 

Mr. Fairchild. Yes, sir. 

The Chairman. Then you do not propose to have any means of reach- 
ing the gold in the Treasury after you have destroyed the greenbacks? 

EXCHANGE GOLD FOR SILVER. 

Mr. Fairchild. We propose that the Government shall keep the sil- 
ver dollars equal to gold. 
The Chairman. How are you groing to do that? 
Mr. Fairchild. By giving gold when anybody wants it; and we cal- 
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culate that aii amount of gold kept iii the Treasury equal to 5 per cent 
of the silver dollars in existence will suffice for that purpose. 

The Chairman. If you propose to redeem the silver dollars in gold by 
the Treasury, you propose to redeem them on demand? 

Mr. Fairohild. Yes, sir; on demand. 

Mr. Hill. I would like to ask a question now in regard to the ques- 
tions asked by Mr. Cox. When this bill is in operation and effect, we 
vill have three kinds of currency — gold, silver, or silver certificates, 
and bank notes — and that is all! 

Mr. Fairchlld. Yes, sir. 

NO PAPER UNDER $10, EXCEPTING SILVER CERTIFICATES. 

Mr. Hill. Kow, as I understand the proposition of the commission, 
they think that the silver certificates under $10 taking the place^of 
the present national bank notes under $5 in denomination, and Gov- 
ernment currency, will be so firmly held that not even a panic will 
bring them to the Treasury for redemption'? 

Mr. Fairchild. Yes, sir. 

Mr. Hill. So, practically, for redemption money, there will be gold! 

Mr. Fairchild. Yes, sir. 

Mr. Hill. Practically all! 

Mr. Fairchild. Yes, sir. 

Mr. Hill. It will be used for redemption of bank notes, and there 
will be less silver dollars in circulation, but more silver certificates in 
circulation as a matter of convenience! 

Mr. Fairchild. I could not say. 

Mr. Hill. That will be the working of it. l^ow, I wanted to ask you 
this question: Suppose a war to come, or some great demand for gold, 
is there any possible way in which that demand could be brought to • 
bear upon the Treasury? 

Mr. Fairchild. No, sir. 

BANKS CAN NOT OET SILVER. 

Mr. Hill. Being unable to accumulate any reasonable amount of 
silver certificates or dollars, must not that gold be secured by taking 
national-bank notes to the banks for gold redemption ? 

Mr. Fairchild. Yes, sir. 

Mr. Hill. And they will regulate that matter by the operation of the 
rise and fall of interest, as is now done in England. 

Mr. Fairchild. Exactly. 

The Chairman. Then you propose in your system to put the power 
of demanding the gold of the Government, the redeeming of money in 
gold, beyond the power of the people to reach; that is your point in 
the bill ! 

Mr. Hill. It puts it on the banks. 

The Chairman. No, sir; I beg your pardon. 

Mr. Fairchild. I do not understand your question. I do not under- 
stand the assumption. 

TO DEMAND GOLD PUT OUT OF THE POWER OF THE PEOPLE. 

The Chairman. Your answer to the question of Mr. Hill was that 
the silver would be so absorbed that it was not practicable to get the 
silver with which to demand gold? 

Mr. Fairchild. Certainly. 
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The Chairman. That is your first proposition! 

Mr. Fairchild. Yes, sir. 

The Chairman. Now, your second proposition is that there is then 
nothing left in the community that they can get to bring to the Gov- 
ernment to secure gold! 

Mr. Fairchild. Nothing whatever left. 

The Chairman. Then what institution of individuals is to keep all 
of our money at par, each with every other? 

Mr. Fairchild. The people who issue it. 

The Chairman. But where is the provision in law that anybody 
shall redeem it in gold? 

Mr. Fairchild. They can not redeem it in anything else. 

The Chairman. The gold is to be in the Treasury! 

Mr. Fairchild. It would not be in the Treasury. 

BANKS NOT REQUIRED TO REDEEM IN GOLD. 

The Chairman. Do you provide by law that the banks shall redeem 
in gold ! 

Mr. Fairchild. Kot at all. In lawful money. 

The Chairman. And your bill destroys the greenbacks! 

Mr. Fairchild. Yes, sir. 

The Chairman. And you claim that the silver dollars will not be 
stored by the banks so they can get gold, as they now store greenbacks. 
Why wiU not the desire and the practice of the banks be to keep the 
silver dollars to get the gold, precisely as they now keep the greenbacks! 

Mr. Fairchild. Because the people must have them for use in their 
trade and business. 

The Chairman. That is, you propose to make the getting of small 
• money so diflScult that the banks can not hoard it — can not keep it to 
get gold for! ♦ ♦ ♦ 

silver must GO INTO BANKS. 

The Chairman. Is it not a fact that this silver money, when it is 
paid in the natural course of retail trade, will be paid to the store- 
keepers for goods that the people buy! 

Mr. Fairchild. Yes, sir. 

The Chairman. That is the use that will be made of it! 

Mr. Fairchild. Yes, sir 5 paid for car fares and hotel bills, and all 
kinds of things. 

The Chairman. Then the answer to my question is that it will be 
paid by people in the retail purchases of the things they want! 

Mr. Fairchild. Yes, sir. 

The Chairman. Now, is it not the custom of all merchants, railroad 
companies, big merchants and small, to deposit that money in the bank! 

Mr. Fairchild. It is. 

The Chairman. Then is it not the custom to-day for the banks to 
accumulate the greenbacks, retaining them and paying out something 
else! 

Mr. Fairchild. Yes, sir. 

The Chairman. Then will it not be the custom of the banks, under 
your proposed law, in order to have something that is the equivalent of 
gold for which to secure gold to redeem their bills, to keep the silver 
certificates to demand gold for! 

Mr. Fairchild. It will not. 
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The Chairman. Why! 

Mr. Fairchild. Because there will not be enough of it. 

The Chairman. Well, I am done. 

Mr. Hill. They will retain gold! 

Mr. Fairchild. Of course they will. 

The Chairman. Then you ^x the thing so that nobody can get any 
money on which to demand gold except bank notes! 

Mr. Fairchild. That is absolutely the case. 

Mr. Cox. Your theory, then, is, so far as the silver is concerned, that 
it will be put out in circulation and in the hands of the people, and con- 
sequently the banks can't concentrate it so as to draw gold from the 
Treasury! 

Mr. Fairchild. Yes, sir. 

REDEMPTION OF UNITED STATES NOTES — UNDER WALKER BILL 
BANKS ASSUME UNITED STATES NOTES EQUAL TO 12J PER CENT 
OF THEIR CAPITAL. 

Mr. Fairchild. I do not get very clearly in my mind how yon relieve 
the Government of the greenbacks and the greenbacks still remain, 
making the banks responsible for them. Where, then, do you differ- 
entiate them from the other notes, as to reserves and liabilities! How 
do you arrive at that! 

Mr. Walker. Arrive at their current redemption! 

Mr. Fairchild. Yes. 

Mr. Walker. By requiring banks to deposit in lawful money in the 
Treasury a sum equal to 12J per cent of their capital and destroy the 
existing greenbacks to the same amount and issue to the banks a new 
print of the greenbacks with their own bill printed on the back of 
them, which they shall sign and execute as though it were only their 
own note, and it is legal tender to everybody as now — every bank and 
every individual— except to the bank that takes and issues them. They 
will be the same as a Bank of England note. They are legal tender 
everywhere except at the bank whose note is printed on the back of 
them. That takes $200,000,000, and the bill further provides that that 
amount shall never be increased, but that the percentage of 12J shall 
be reduced. It does not mention $200,000,000, but that is what it 
comes to. When that is once done, 12J per cent will never be increased, 
but on the contrary may be reduced. 

Mr. Fairchild. If I apprehend your question, it seems to me that 
that is making a legal tender again of somebody's credit, and while 
that is economical, or might be economical, and we might like to limit 
it, I am afraid of the idea. T do not know that I do comprehend the 
idea fully, but if I do, 1 am afraid of tbe idea of making anybody take 
anybody's promise to pay if he does not want to take it. That would 
be my objection to your idea, if I understand it. 

THE PEOPLE WISH TO KEEP THE GREENBACKS. 

Mr. Walker. The point is that the people insist on retaining thd 
legal-tender notes and refuse to withdraw them. 

Mr. Fairchild. Under our bill they remain if the people do not want 
to have them^paid. 

Mr. Walker. Do you mean all the people or the people who are the 
bankers! This becomes a political question. 

Mr, Fairchild. Anybody who holds them may refrain from present- 
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ing tbem for payment in gold if they prefer to have them; and my 
opinion would be, as I have already expressed it, that having once 
established our principle they wonld be retained certainly daring the 
ten years, and even after they cease to be a legal tender they would be 
performing a very large function. 

Secretary Gage. Mr. Walker, I would like to ask you a question or 
two on that point. 

Mr. Walker. Certainly. 

Secretary Gage. Your proposition is equivalent, as I understand it, 
to the banks loaning the Government of the United States 12J per 
cent of the amount of their circulating notes free of interest, substan- 
tially. 

NOT A LOAN TO THE GOVERNMENT, BUT A CONVENrENOE TO THB 

BANKS. 

Mr. Walker. Fo, not at all; because if it was to a greater amount 
it might be, but being at an amount so small, only one-quarter of the 
cash reserve that the law requires them to keep, and being all taken 
up in the reserve, and the coin reserve being ample without that, they 
being treated as coin and performing all the work of coin, it is equiva- 
lent to allowing banks the liberty of using their own paper in the place 
of gold. The bill is drawn upon that theory, and allows the bank with 
50 per cent of greenbacks to take out 50 per cent of currency, but when- 
ever the bill gets into full operation, it may take 100 per cent the same 
as a bank with 12J per cent, upon the theory that this was worth to the 
banks in practice as much as the gold. 

Secretary Gage. Still, it would remain true that the Government 
would get the advantage of $:i00,000,000 without interest! 

Mr. Walker. Certainly. 

COST BANKS NOTHING. 

Secretary Gage. The only difference is that it would be furnished by 
the banks without any sacrifice or cost! 

Mr. Walker. Yes. 

Secretary Gage. Since it would go into the bank reserves, being 
available to them in an ultimate case? 

Mr. Walker. It would never be circulated at all. It would take 
them from circulation as much as your system or Mr. Fairchild's. 

Secretary Gage. They probably would not be circulated, but if they 
were paid out the bank would have to redeem them and it would be as 
much a charge on them as if they were their own notes. Therefore, is 
it worth while to go through the machinery of those notes'? Would it 
not be better for the banks to lend the Government $200,000,000 for the 
privilege of issuing their own notes'? 

PARITY MAINTAINED BY BANKS. 

Mr. Walker. It absolutely relieves the United States Treasury from 
all responsibility for redemption, for my bill provides that all the banks 
shall pay a penalty tax of one-half of 1 per cent on their deposits if they 
fail to maintain the parity between the four kinds of money — the 
national-bank notes, the legal-tender notes, and the silver dollars, and 
the gold coin. . 



STRENGTHENING THE PUBLIC CREDIT, ETC. 205 

A NEW UNITED STATES NOTE. 

Mr. McCleaby. I have been trying to picture this note that you 
have been describing. Am 1 to understand that it is a United States 
note on one side and a bank note on the other ? 

Mr. Walker. Yes; it is the legal-tender note except to the bank 
that has its note printed on the back, and to that bank it is purely a 
currency note, like the rest of the notes it issues against its assets. 

Is it not a fact that neither the Government Treasury here nor any 
snbtreasury can currently redeem paper with the current funds as 
banks can do it! The Government can not do it without the actual 
presence of the legal redeemer! I address my remark to either Secre- 
tary Fairchild or Secretary Gage, or to both. 

Mr. Fairchild. Will you repeat that! 

TREASURY REDEMPTION EXCHANGE. 

Mr. Walker. Can the United States Treasury or any of its sub- 
treasuries currently redeem paper money as freely, immediately, and 
economically as the banks can redeem the paper money themselves! 

Mr. Fairchild. Do you mean can the Treasury redeem bank notes 
as economically! 

Mr. Walki^ir. Paper money of any kind— paper money that they 
issue — as easily as the banks can redeem money they issue. 

Mr. Fairchild. That I can not say. That is a matter of statistics. 
I could not say as to the cost. 

TREASURY REDEMPTION TO COST $27,000,000 A YEAR. 

Mr. Walker. For the cost of keeping the redemption of moneys — 
the whole system — the United States Government has held between 
$200,000,000 and $300,000,000 of money for twenty years. It is a cost 
to the people who are taxed to keep it of 6 per cent interest on that 
sum of money. Now, it is proposed in both your bill and in Secre- 
tary Gage's bill to add $200,000,000 more, bringing the money in the 
United States Treasury up to $450,000,000, and the interest on that 
costs the people 6 per cent. That makes $27,000,000 a year for the 
privilege of the United States Treasury redeeming this paper money — 
that is, we have got to keep that amount on hand. Not only that, but 
the machinery of redemption, in the sense of products meeting products 
in the general funds of a bank, and their paper representatives, includ- 
ing currency notes, with its other obligations redeeming each other, not 
Treasury redemption, is not as convenient as it would be in a banking 
system outside the Treasury. Is not that a fact! 

Mr. Fairchild. That is a fact. 

Mr. Johnson. Do you eliminate the United States Treasury in your 
scheme! 

Mr. Walker. Certainly. It is nothing to the public whether the 
Treasury receipts are more or less under my bill. 

My bill absolutely relieves the United States Treasury from having 
anything to do with the current redemption of any money of any kind, 
and puts it on the banks, and on the theory that the banks can do it 
at no cost, that gold freely flows into the banks, and flows out of them 
where they issue true currency notes — paper money. That absolutely 
relieves the Treasury, My claim is that my system would relieve the 
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United States Treasury of keeping $400,000,000, more or less, that your 
bills require to be kept in the Treasury. 

Mr. Faibchild. What is the $400,000,000 1 

Mr. Walker. There is $280,000,000 now in the United States Treas- 
ury, more or less— some $240,000,000 to $288,000,000; $288,000,000 it 
has averaged in some years. 

Mr. NewLands. Of whatt 

Mr. Walker. I mean of "free moneys,^' as reported. Call it Govern- 
ment working note redemption capital if you choose. England has a 
working capital of about $20,000,000; France a working capital of about 
$30,000,090, and Germany a working capital of about $20,000,000, and 
we have $280,000,000. 

PROPOSITION TO HAVE $350,000,000 IN THE TREASURT. 

Now, Mr. Gage proposes to take out $125,000,000 of this $288,000,000; 
he proposes to add $200,000,000, making $325,000,000, which is equiva- 
lent to adding $200,000,000 to what we now have; while my bill relieves 
the Government of the necessity of keeping any money whatever except 
an ordinary exchequer balance, the same as any man keeps his business 
cash. 

Mr. Fairchild. Then somebody else is to take care of those things. 

Mr. Walker. It costs the Government interest on it and would not 
cost the banks anything. 

Mr. Fairchild. They do not make interest on the money in their 
vaults. 

Mr. Walker. That is true, but they would not have to keep any 
additional sum there under my bill. 

Mr. Fairchild. They would take care of the notes, and the banks 
would not have to do any more than now. Is that it! 

BANKS NOW sustain THE TREASURY, COSTING THE PEOPLE 

$50,000,000 A YEAR. 

Mr. Walker. The banks to-day sustain the Treasury and are at the 
expense of sustaining the $1,000,000,000 that are in circulation. That 
is my assumption. Kow, if the $1,000,000,000 that is in circulation 
pays only 1 per cent, the people are in fact paying the difference between 
1 and 6 per cent on the whole $1,000,000,000 the way it is now issued — 
that is, $50,000,000 a year in higher rates of interest. I ask you if that 
is not a fact? 

Mr. Fairchild. I do not get at that. 

Mr. Walker, Suppose there was no paper money in existence except 
that issued by the banks, and suppose the demands of the peox)le call 
for $1,000,000,000 of paper money, as now, and the banks issued it and 
kept that amount in circulation. We will put it in round numbers. 
The banks would make on that what their rates of loans and discounts 
were on their general business. 

Mr. Fairchild. Yes. 

united states TREASURY TO PAY THE CURRENCY IN CASE OF 

INSOLVENCY UNDER THE WALKER BILL. 

Mr. Walker. If they are not making any money on that, then the 
banks are losing that much that they otherwise would make under the 
English or Scotch or French or German or Suffolk or State bank system, 
or under the Walker bill. Is not that true! 
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Mr. Faiechild. Of course; that is a mathematical statement; that 
if they do not loan the money then they are not making the interest 
on it. 

Mr. Fowler. Ultimate redemption, however, is thrown upon the 
Government. 

Mr. Walker. Yes, when a bank becomes insolvent, $200,000,000 of 
it; but there is a tax that more than covers it. 

Mr. Fowler. But there is no limit to the taxt 

Mr. Walker. Yes. 

Mr. Fowler. The Government is responsible absolutely? 

Mr. Walker. Certainly; but there is a tax that will pay for that. 

Mr. Fowler. But if that tax doesn't happen to cover it the Govern- 
ment must take it up? 

Mr. Walker. Certainly; the Government guarantees in a statute 
the same as now, with a bond. 

Mr. Fowler. It is an absolute guarantee for all the banks may 
issue. 

Mr. Walker. Yes. The money is just as safe as the bonds, except 
it is written in the statute instead of being written in the bonds. 

Mr. Hill. There is a 5 per cent held by the Government of its own 
money against its own notes. 

Mr. Walker. Yes; it would amount to $10,000,000, and the bank 
also "keeps with the Government an amount equal to 5 per cent of its 
currency, which it can not count in its reserve. 

Mr. Johnson. Are you talking about your billt 

Mr. Walker. I am talking about my bill. 

TRUE VISIBLE GOLD. 

Mr. Walker. Now I want to call your attention to another remark- 
able thing. In the whole of the United States there was specie in the 
old State banks, in 1860, of $2.69 per capita. To day there is gold in 
the national banks to exactly the same amount — $2.69 per capita. 

Mr. Fairchild. Does that include all the old State banks? 

Mr. Walker. All : yes, sir. 

Mr. Fairchild. Then the gold in the national banks is equivalent 
to the gold in the State banks'? 

Mr. Walker. It is fair to say that the gold in banks in 1860 per capita 
was $2.69 in this country. To-day it is the same per capita in the national 
banks alone. The amount in the State banks is not given to-day, but 
they hold of cash 44.7 per cent as much as the national banks. It is 
reasonable to suppose that there is $1.20 per capita of gold in State 
banks, which, added to the other, makes a specie, probably gold, to-day, 
per capita, $3.89, to $2.69 in 1860. I^ow, $3.96 in gold to each of the 
73,000,000 amounts to $272,300,000 in gold. The visible gold, as shown 
in the Comptroller's report, December 7, 1896, page 22, was $421,236,388. 
Visible gold not in banks of loan and discount then was $148,936,388. 
Total gold in the United States is $696,270,542, by the report of the mint. 

I did not suppose it was anywhere near that amount, but my recent 
investigation, and the fact that gold is paid in for taxes in St. Louis 
and other cities by comparatively poor people, leads me to think that 
there is more than that. I should not be surprised if $800,000,000 devel- 
oped if we had a proper banking system that fully restored confidence. 
The visible gold per capita — not the gold in pockets, but the visible gold 
in the various institutions — ^is $5.77, and the total gold in the country 
is $9.54 per capita that we know of, not counting that which is hoarded. 
I take the statistics as they are given. 
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Mr. Newlands. Will you please state again what the per capita of 
visible gold is! 

Mr. Walker. Five dollars and seventy-seven cents. That was found 
by the investigation of Mr. Eckles, and was stated in his report of Decem- 
ber, 1896, page 26. My point is, that if we had a banking system that 
would establish confidence, such as is felt in Germany, France, Canada, 
and Scotland, would not a large amount of gold that is not now visible 
be visible by flowing into banks at once, or at least very soon? 

Mr. Fairchild. 1 think so. I think if there was entire confidence in 
our monetary condition that we would see a great deal more gold. 

SUFFOLK SYSTEM. 

Mr. Walker. The l^ew England banking system — the SuflPblk sys- 
tem — was understood to be about as safe a system as any country has 
ever had in its practical workings; so much so, that in 1857 scarcely a 
bank failed, and when they suspended specie payment (and then 
because New York had suspended and they were forced to do it for 
that reason) they paid, during the whole of that suspension to anybody 
that asked for it in the legitimate way of business, all the specie they 
wanted ; and gold did not go to a premium by the smallest fraction 
during that nominal suspension. 

Mr. McCleaby. When was that! 

Mr. Walkeb. In the panic of 1857. The statements that I have 
made are matters of history. 

Mr. McCleaey. I do not doubt your statement, but was simply 
asking for information. 

Mr. Walkee. Now, at that specie security we could issue to-day 
$1,454,075,000 of currency, with 13^ per cent gold back of it, as New 
England banks then had. 

Mr. McCleaey. And have as good security! 

SUFFOLK SYSTEM NATIONALIZED IN WALKBE SILL. 

Mr. Walker. Yes. And have the same amount of gold in the 
banks back of the currency now, as through the New England system 
for forty years — the Suffolk system. The Walker bill is the Suffolk 
system nationalized. It is absolutely and purely that, and nothing 
else; that is to say, essentially the same as the Scotch and the Cana- 
dian and the German and the French systems now. Issuing $800,000,000 
of currency there would be visible gold in the banks within a small 
fraction of 24J per cent, about double of what there was in the New 
England banks under the Suffolk system. The visible gold that would 
flow into the bank immediately would be 52 per cent, more than half, 
which is an unheard of percentage of gold to currency issued. 

In view of these facts, have you any doubt about the safety in the 
specie reserve to maintain the $800,000,000 currency that it is contem- 
plated would be issued in the near future ? 

Mr. Faiechild. I have no trouble on the specie question. I think 
there will be ample for that. 

IMMENSE AMOUNT OF GOLD. 

Mr. Walkee. In view of this immense amount of gold that we now 
have in banks and the additions that would find their way into the banks, 
namely, 52 per cent now of gold to $800,000,000 of currency, if that is 
issued, is not the retaining of $200,000,000 of legal- tender notes that the 
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banks can keep in reserve a good and not an evil in furnishing a redemj)- 
tion agent and a reserve? That is what I am getting at. I have intro- 
duced these facts, not with reference to the gold question, but to discuss 
this question: If the Government is relieved from current redemption, 
and it is put on the banks, and the banks have this immense amount of 
gold, is not the assumption of "current redemption" by the banks 
entirely safe! 

Assuming what I have stated is correct, is it not a good and not an 
evil to continue $200,000,000 of legal- tender notes so that they can be 
used as available funds by banks to supply and transfer balances 
rather than to be at the expense of transporting goldt 

Mr, Fairchild. It would not be necessary to transport the gold any 
more than we do at New York at the present time. There they have to 
put the gold in charge of the clearing house, and they have simply a 
piece of paper to represent it. It is a mere matter of ingenuity. 

Mr. Walker. In the absence of this $200,000,000 of legal tender 
they would have to accumulate this $600,000,000 of gold? 

Mr. Fairohild. Yes. 

Mr. Walker. Now, if that is so, would it not be a good to the country 
not to require them to accumulate the $600,000,000, but be satisfied 
with $400,000,000, and let them hold $200,000,000 of greenbacks in the 
place of $200,000,000 gold! 

Mr. Fairohild. Who is behind the $200,000,000 in greenbacks! 

Mr. Walker. The banks. They have to redeem them the same as 
their own currency. 

Mr. Fairohild. Where do they get the gold for thatt 

Mr. Walker. The same as to redeem any other currency notes of the 
banks— out of the $621,000,000 of gold. 

Mr. Cox. Where do they get the $421,000,000 1 

Mr. Walker. It is "visible^' in the country now. 

TOO MUCH GOLD REQUIRED. 

Mr. Walker. As I understand it, Mr. Fairohild, the bill of the com- 
mission would destroy all the Treasury notes and legal-tender notes; it 
would so use the silver dollars that they could not be had to use in the 
cash reserves of banks; ^nd this for the purpose of making it impracti- 
cable for banks to get any other money but gold to redeem their notes 
with. That would be the effect of it f 

Mr. Fairohild. That would be the effect of it. 

Mr. Walker. How much gold would it take to furnish all cash 
reserves now held by national banks t 

Mr. Fairohild. I have not figured on that. 

Mr. Walker. The report of the Comptroller of the Currency says 
that $389,000,000 in round numbers in cash reserve is held in the 
national banks, and that in the State banks there is $152,000,000 cash 
reserve, and he estimates there is about 12^ per cent of the State banks 
that do not report to the Comptroller. That would make the probable 
cash reserve now in the banks $562,883,000. The question is whether 
that amount in gold would not overload the banks, whether it is not an 
unreasonable expectation, and even if the expectation could be realized 
whether it would not be an exceedingly uneconomical procedure to 
compel the banks to keep $562,000,000 of gold, upon which the country 
mast lose interest. That is to say, ^' a sufficiency is enough." The 
moment they get gold to more than what makes absolute safety the 
people are losing 6 per cent interest on the unnecessary surplus. 
B & 14 
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Mr. Fairchild. Certainly. 

Mr. Walker. We want enougli, and have both gone on the idea 
liiat a sufficiency is enough; but is not what is provided for in the com- 
mission bill an unreasonable amount? 

Mi. Eairghild. Possibly it is. I do not think it is an unwise amount 

"TRUE BANK OURRBNOY" BETTER THAN "BOND SECURED CUR- 

RBNOY''— GAGE BELL "TENTATIVE." 

The Chairman. Mr. Secretary, you say your bill (H. E. 6181)^ which 
you have drawn and presented to the committee, " is not final, but rather 
a tentative step;" and again you say, "it will lead to conditions ulti- 
mately desirable.'' In order to know the virtue and value of the bill 
and the desirability of entering upon its enactment, it is necessary for 
the committee to know what you have in view and what you would call 
Ite completed whole. 

Secretary Gage. It would be a condition of affairs where there was 
a system of bank notes issued in the XTnited States made safe to the 
people without the d^[>0Bit in the hands of a trustee of specific security 
therefor, wisely limited and restricted by law so as to reduce to the 
minimum the possible abuses which might grow out of such a respon- 
sible duty, and eliminating substantially or entirely the Government (rf 
the United States from its present method of paying its debts by giving 
another debt in payment. 

The Chairman. That completes the answer t 

Secretary Gage. I think it does. 

The Chairman. Mr. Gage, in reply to tiie question as to what your 
scheme was tentative to, and to what you looked as final, you made a 
statement which is in the record. Upon reading your answer to the 
question, are you satisfied with it t [See above.] 

Secretaiy Gage. Yes, sir; it might be somewhat extended, but I 
think the idea is covered in that. 

The Chairman. Mr. Fairchild, you listened to the statement of Mr. 
Gage. Do you agree with his ideat 

Mr. Fairchild. Yes. 

TRUE BANK CURRENCY. 

The Chairman. I desire to ask a question or two as to a ^'true bank 
currency" for the purpose of getting it in the record, so the people 
reading the record will know what we are talking about. A bank 
keeps at all times, in the regular conduct of its business, assets more 
than equal to every obligation against it, including its currency notes t 

Secretary Gage. Yes, sir. 

The Chairman. Secondly, a bank pays out every dollar it puts in 
circulation upon the receipt J&om the i>erson taking it of ample security 
for its redemption t 

Secretary Gage. That is, in good practice and theory. 

The Chairman. Thirdly, the currency of a bank is redeemed at its 
place of redemption by its general "current ftinds" — which are titles 
to products, and which are in the hands of anoth^ bank that acts as 
its- agent in redeeming its notes, and not in actual coin? 

Secretary Gage. What do you mean by "current funds t" 

The Chairman. I will put it differently. In the current funds that 
it has on deposit in its correspondent bank for the purpose of meeting 
all its obligations, including its currency notes t 
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Secretary Gage. Yes, sir; that is trae. 

The Ohairman. On the other hand, a (1) government gets nothing 
in the regular course of its business when it pays out its own currency^ 
and (2) the coin must be constantly carted into the vaults to redeem, 
and carted oat in redemption of paper money. 

Secretary Gage. The first part of the statement is correct, that when 
the Government pays out it does not acquire anything which it keeps 
to serve as an ultimate redemption for the note it pays out. The note 
it pays out is in consideration for services already rendered or for goods 
and commodities already received and used. 

The Chairman. If you will turn to page 176 of the Treasurer's report 
for 1897 you will find that there was redeemed at the Treasury last 
year $113,000,000, total redemption of national-bank notes. In the 
second column of the table yon will see there was $33,000,000 of money 
that was actually sent out by express — ^that is to say, about one-third. 
The rest of the redemption was in checks on the snbtreasuries sent to 
banks, as I understand t 

Secretary Gage. Yes, sir. 

The Chairman. Now, it is equipped with funds, either greenbacks or 
coin ; if it was coin redemption, that coin had to be carted into the sub- 
treasury from some source in order to meet the balance of $80,000,000 
redemption t 

Se^etary Gage. That would be supplied in some manner. 

The Chairman. Then the answer to my question, of course, is in the 
affirmative — ^that is, essentially true. 

Secretary Gage. That is substantially correct. 

The Chairman. The currency issued by a government redeeming 
government currency can not be redeemed in general current funds — 
which are, of course, the titles to products — ^for it has none and can get 
none. The bank must send its specie to redeem its notes with, or the 
government must get specie by taxation or selling bonds — one or the 
other method? 

Secretary Gage. I see no other avenues. 

The Chairman. I want to call yonr attention to the taxes proposed 
ill the bill prepared by Secretary Gage and Ex-Secretary Fairchild. 

Mr. Brosius. I would like to ask if yon mean that these propositions 
embody the theory of banking t 

The Chairman. And the practice. 

Mr. Brosius. Do you mean to say these propositions express the 
actual practice of banks always t 

The Chairman. I do. 

Mr. Brosius. I can not give my unqualified assent now, and at some 
time I would like some explanation of these propositions. 

The Chairman. Kow is the time to record it. 

BANK ASSETS. 

Mr. Br:osius. Ton say a bank keeps at all times, in the regular con- 
duct of its business, assets more than equal to every obligation against 
it, including currency notes. If that is so, no bank could ever break 
up, and banks are breaking up. 

The Chairman. I do not mean insolvent banks ^ I mean sound banks. 

Mr. Brosius. That is an exception to the proposition. 

The Chairman. It is implied in the questions. 

Mr. Brosius. In the second i)lace, you say the bank pays out every 
dollar it puts in circulation upon the receipt, from the person taking it. 
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of ample security for its redemption. If that is true there would be do 
bad debts. If all the money paid out is secured by ample securities, 
when are notes discounted by a bank not good at all t 

The Chairman. I am speaking of a sound bank. 

Mr. Brosius. Then, if it is the theory of banking, it is all right. 

The Chairman. Ko; it is not the theory only; it is the actual 
practice. 

Mr. Brosius. In the average of banks t 

SECURITIES TAKEN FOR BANE CURRENCY. 

The Chairman. I^o; I mean to say that where a bank pays out its 
currency notes it always takes from the man who receives the currency 
what it considers to be sound securities — it may be mistaken, but what 
it considers are at the time sound securities — for more than it pays out 
in currency notes. 

Mr. Brosius. That is right, but that is a totally different proposi- 
tion. 

TRUE BANK CURRENCY REDEEMED BY THE MAN WHO TAKES IT. 

The Chairman. No, sir; the second proposition is that the man who 
borrows, as a matter of fact, in good banking, himself redeems the notes 
that he takes from the bank. That would come in a little later, but I 
put it in now: Namely, the banks take the personal time note of the 
borrower on ninety days, and if its currency is averaged to be redeemed 
once in every ninety-two days, four times a year, the man who took the 
currency for the proceeds of the discounted note actually deposits the 
funds in the bank which redeems that currency. That is not theoreti- 
cal, but practical, banking. These propositions are absolutely true, and 
can be found in the active banking of France, Germany, England, Boot- 
land, Canada, and every other country that has a sound and true bank- 
ing currency; and you can not have sound banking where the public 
Treasuiy is the redeemer. 

NORMAL CIRULATION. 

Mr. Newlands. Mr. Secretary, Mr. Fowler, in one of his questions, 
used the term " normal circulation." What do you understand by that t 

Secretary Gage. I do not understand anything by it. I do not know 
what is normal, and I do not believe anybody does or can tell; the law 
of supply and demand operates, and that determines what is normal. 

The Chairman. And whatever that shows is taken out is normal t 

Secretary Gage. I think so. 

Mr. Fowler. Then it does mean somethingt 

The Chairman. It means that whatever circulation averages to be 
taken out is thus shown to be normal. 

Secretary Gage. With that correction of my expression as to what 
the word meant, I should say yes. 

ELASTICITY OF CURRENCY. 

Mr. Newlands. It is expected that the circulation that these bills 
call for will have the element of elasticity! 

Secretary Gage. It is expected it will. 

Mr. Newlands. As a matter of fact, is not this bank circulation 
practically an extension of the check and deposit system! 
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Secretary Gage, That is what it is, 

Mr. Nbwlands. a practical extension of the check and deposit 
system t 

bank CURRENCY CHECKS. 

Secretary Gage, Substantially; a bank note issued by a banker is 
nothing more than a memorandum check which will draw money from 
the bauk at any time at the pleasure of the holder. 

Mr. Newlands. It is a check payable to bearer t 

Secretary Gage. Yes, sir; it is, substantially. 

Mr. Johnson. Do I understand you to say that an elastic currency, 
one which would expand and contract with the varying needs of trade, 
is as readily obtained on bond security as under some other form of 
security — as under security issued against the assets of the bank with 
a guaranty fund! 

Secretary Gage. I do not say that the secured circulation is as useful 
as the unsecured ; that is another side of the question. I do not think 
it is useful to tie up capital needlessly. 

Mr. Johnson. That is the point I wished to develop'. 

walker bill. 

The Chairman. I want to say to Mr. Fairchild and Secretary Gage 
that the bill prepared by myself meets exactly the conditions that you 
have suggested ought to be met in the banks you have designated in a 
i)roper banking system whenever you can get it. 

Suppose there was no paper money in existence except that issued 
by the banks, and suppose the demands of the people call for $1,000,- 
000,000 of paper money, as now, and the banks issued it and kept that 
amount in circulation. We will put it in round numbers. The banks 
would make on that what their rates of loans and discounts were on 
their general business. 

Mr. Fairchild. Yes. 

BOND-SECURED CURRENCY ROBS A BANK OP CAPITAL. 

Mr. Walker. If they are not making any money on that, then the 
banks are losing that much that they otherwise would make under the 
English or Scotch or French or German or Suffolk or State bank system, 
or under the Walker bill. Is not that true? 

Mr. Fairchild. Of course; that is a mathematical statement; that 
if they do not loan the money then they are not making the interest on it. 

SECURE ON aOLD STANDARD. 

Mr. Walker. Mr. Gage, do you understand that France is abso- 
lutely secure on the gold standard? 

Secretary Gace. Yes; I think so. 

Mr. Walker. Do you not think Germany is absolutely secure on the 
gold standard? 

Secretary Gace. I believe so; but it does not make so much differ- 
ence to me what Germany or France are on as it does what we are on, 
because our contracts are domestic and relate to all the trade and 
commerce which we get. 

Mr. Walker. I make the statement that the bill drawn by me puts 
OS on precisely the same standard, in precisely the same manner, with 
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a little different machinery, as France or Germany, and if that is the 
fact, and that bill could be passed and this Monetary Commission bill 
conld not, and mine accomplishes what you declare ought ta be 
accomplished 

Secretary Gage (interrupting). Then it would be perfectly satisfac- 
tory to me in that particular. 

The Chairman. When a bank issues currency it has the right to 
take oat against its assets to the limit of its capital. It secures currency 
to the amount of its capital, puts it in its vaults, and keeps out what 
it well can, having currency always in its vaults to put out whenever 
there is a call for it and they can get it out It has, in addition to that, 
the capital, which is not depleted by a dollar in loaning currency. 

Secretary Gage. That is right. 

cubbenoy issued against assets. 

The Ohaibman. If they have to put up bonds they can buy at par 
and issue currency to the amount of the capital^ it absorbs every 
dollar of their capital. 

Secretary Gage. That is right. 

SANK CUBBENOY BEDUCES INTEBEST BATES. 

The Ghaibman. Then, if a bank can make loans of its deposits to an 
amount sufficient to make money enough to pay its expenses of every 
name and nature and they just balance (assuming that they can keep 
out all their currency) — then they can make loans at one-half the rate 
of interest they could if the capital was used up to take out currency 
secured by bonds. 

Secretary Gage. That is substantially true. 

The Chairman. Now, every dollar of currency, wheye the currency 
is issued against assets that remain in the vault of a bank, remains 
there without the slightest loss to the bank^ except the printing of it. 

Secretary Gage. That is true. 

♦ ♦ • Suppose that with a bank the same circular movement of 
gold goes on that was spoken of a little while ago. The probability is 
that every bank in every money center redeems every day from 10 to 15 
per cent of its liabilities, creating new liabilities to someone else, and 
the next day liquidating again and again, always new creditors settling 
and satisfying former creditors. There is a substantial redemption of 
a bank's liabilities. A bank's notes are not different in their essential 
character from the bank's deposits. They are the same in their nature 
and are governed by the same general principles. 

BANK CUTRBENCY, THE PABMEBS AND WAGE EABNEBS' << CEBTIFICATB 

OF DEPOSIT" AND BANK CHECK. 

Mr. Walkeb. Is it not the practice of merchants and manufacturers 
and those living in cities to leave the proceeds of a personal note dis- 
counted for them by a bank in the possession of a bank in the form of 
an "individual deposit," to be drawn out by checks, drafts, etc.t 

Mr. Faibchild. Yes. 

Mr. Walkeb. On the other hand, is it not the almost universal prac- 
tice of the people who live in sparsely settled sections of the country, 
and especially the farmers, to take home with them the currency notes 
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of the bank disconnting their time notes rather than to leave the 
proceeds in the bank disconnting or in another bankt 
Mr. Eaibchiu). I understand that to be the case. 

BOND-SECUBBD CUBBENCY OPPBESSIYB, 

Mr. Waleeb. Then is not a very great hardship worked to those 
sections of the country under a banking system which does not allow 
the free issue of paper on the true banking principle t 

Mr. Faibchild. I consider it so. 

Mr. Waleeb. Is not a currency note to the person holding it the 
equivalent of a certificate of deposit or a certified check in the bankt 

Mr. Faibchild. It is, except that it is more available for him. 

Mr. Waleeb. Better for his purpose t 

Mr. Faibchild. Yes. 

Wr. Waleeb. Then it follows, does it not^ that any great exx>ense 
put upon banks in getting currency notes to issue is a great expense^ 
hardship — ^in fact, oppression — ^to those citizens who do not use checks^ 
drafts, etc., in their transactions, and who are practically compelled to 
use currency or do without banking accommodations t 

Mr. Faibchild. Yes, sir. 

BOIID-SECnBED CUBBENCY CHECKS ENTEBPBISB. 

The Ohaibman. It follows, then, that a currency made expensive, or 
one that lessens the amount of loanable funds the bank has on any 
given amount of capital and deposits, checks enterprise by making 
production difficult and expensive to those people who naturally and 
inevitably are shut up to the use of currency in getting bank accom- 
modations instead of using checks, drafts, etc.t 

Mr. Faibchild. That is true. 

Mr. Hill. Do you mean by your answer to imply that there should 
be unlimited bank issues! 

Mr. Faibchild. Fo. 

Mr. Hill. Does not the question asked by Mr. Walker involve thatt 

Mr. Faibchild. I did not so understand it. 

Mr. Hill. Will you kindly ask Mr. Walker to have that read again, 
and in the light of that repeat your answer t 

Mr. Waleeb (reading the question again). That does not involve 
quantity at all. Do you wish to change your answer t 

Mr. Faibchild. No. 

CUBBENCY ISSUED FBEELY LOWEBS BATE OF INTEBEST. 

Mr. Waleeb. It follows, then, that by issuing true bank currency a 
bank can make its loans to the people patronizing it at as much lower 
rate of interest than it could if it had only its capital and deposits to 
lend, and no currency, as the currency it has in circulation bears to the 
whole amount of its loans and discounts, and pay the same dividends 
on its capital stock t 

Mr. Faibchild. I should say that by the amount its circulation 
increases its resources it is enabled proportionately to give a greater 
accommodation to its customers, and necessarily at a less rate. 

Mr. Waleeb. Oompelling a bank to buy bonds at par to secure its 
currency notes, even if the bank secures notes to the par of such bondSi 
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depletes its loanable funds, as compared with the "true bank currency^ 
issued against its assets, by every dollar it pays for such bonds^ does 
it not ? 

Mr. Fairchild. I think so. 

Mr. Walker. Then, compelling banks to use "bond-secured" cur- 
rency compels the people borrowing of such banks to pay a higher rate 
of interest as compared with banks issuing "true banking currency'' 
against their assets — as is done in every other country — in proportion to 
the amount of such currency the bank uses in comparison to its whole 
loans and discounts f 

Mr. Fairchild. It seems to me that is very much the same as the 
other question. I would repeat my answer to the other question. 

TRUE BANE CURRENCY ISSUED BY COUNTRY BANKS. 

Mr. Walker. Mr. Fairchild, the statistics collected by the Treasury 
Department show that in Vermont all the banks combined (not a 
single bank) kept in circulation an average of 103 per cent of the cur- 
rency to its capital. You will find the statistics on page 441 ot the 
hearings before this committee in 1896. Old Virginia kept out 96 per 
cent; North Carolina 95 per cent. You will find by turning to page 
458 that 55^ per cent of the country banks in Massachusetts — outside 
of Boston, which had the least currency — had over 64 per cent; Ocean 
bank, Newburyport, 91 per cent to capital ; Powow Eiver, Salisbury, 
110 per cent; Brighton, 112 per cent; city of Cambridge, 96 per cent; 
Maiden, 87 per cent. This indicates, does it not, that the poorer sec- 
tions of the country, the agricultural districts, like Vermont and North 
Carolina and Virginia, can keep in circulation if they are allowed to do 
so, about 100 per cent of currency to capital t 

Mr. Fairchild. It shows that they did. 

The Chairman. Is it not a fact that the average of the banks in the 
country can keep in circulation nearly double the currency at certain 
seasons of the year over what they can at other seasons! 

Mr. Fairchild. I do not know the exact proportioiis. 

Mr. Walker. But usually much more! 

Mr. Fairchild. It is usually much more. 

BORROWERS GET THE ADVANTAGE OF "FREE CURRENCY ISSUE.'' 

Mr. Walker. Where the business of banking pays a larger profit 
than other business of like labor and risk, will not capital be invested 
in new banks in competition with existing banks until the profits in 
banking are reduced to the general average of incomes in other invest- 
ments! 

Mr. Fairchild. That is the natural law of such things, in banking 
as in anything else. 

Mr. Walker. Is it not within your knowledge that in Canada, Scot- 
land, Germany, and France the rates of loans and discounts all over 
those countries are very nearly the same where the same risk is incurred 
and the same time and amount is involved? 

Mr. Fairchild. That is the case in Canada, and I understand in 
Scotland also. 

Mr. Walker. It is because the branches in the country allow them 
to circulate such an enormous amount of currency that it is i>ossible« 
It is the currency privileges of banking that they could not exercise if 
they were strictly a city bankj but with branches out through the 
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country it enables them to circulate their currency, which keeps the 
rates down in the country as compared with the city t 
Mr. Fairohild. I think that has a great effect upon it. 

INTEREST REDUCED ONE-HALF. 

Mr. Walker. Assuming that the money made on its deposits by a 
bank with a capital of $100,000 was exactly equal to its expenses of 
every name and nature, including the current redemption of its cur- 
rency notes, if it has any, and assuming the bank has no currency notes 
to issue and has its $100,000 funds equal to its capital loaned to cus- 
tomers on notes, each having three months to run and discounted at 
the rate of 6 per cent per annum, the net profit on its business would 
just equal 6 per cent on its capital stock, would it nott 

Mr. Fairohild. Its deposits pays its expenses 

Mr. Walker. Of every name and nature. It has $100^000 capital 
to loan and no currency! 

Mr. Fairohild. It will get 6 per cent, of course. 

]\lr. Walker. If it can take out $100,000 currency and keep it in 
circulation, it can make loans at 3 per cent and make the same amount 
of profit? 

Mr. Fairohild. Exactly. 

CITY BANKS CAN NOT ISSUE CURRENCY. 

Mr. Walker. Is it possible for city banks without branches to cir- 
cuhite very much currency — those banks whose business is what might 
be called a strictly city business! 

-Mr. Fairohild. It is not. 

Mr. Walker. Practically it can circulate none^ it comes back in the 
clearing house the next morning? 

Mr. Fairohild. Yes. 

TAXING CURRENCY OBJECTIONABLE. 

Mr. Walker. Is not this 2 per cent tax on currency between 60 per 
cent and 80 per cent, in view of what I have said about Vermont and 
Virginia, a restriction working a hardship, and does it not work exclu- 
sively to the expense and hindrance of the circulation in country dis- 
tricts, where they actually need considerably above the 60 per centt 

Mr. Fairohild. I think that is the objection to it. That is my 
objection. 

BANK LOSES INTEREST ON BOND-SECURED CURRENCY. 

Mr. Walker. Where currency is issued as it is to day, does not the 
bank actually lose on each dollar of currency not in circulation an 
amount equal to its rates of loans and discounts, less the profit the 
bank would make were all its currency notes in circulation t 

Mr. Fairohild. Yes; that is true. 

Mr. Walker. Does not any system of currency that makes the cur- 
rency held in the vaults of a bank an actual loss to the bank under any 
circumstances compel the bank to increase the loan and discount rates 
to the people to an amount equal to the losses made on the currency 
that it holds in its vaults? 

Mr. Fairohild. It does. 
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UNITED STATES BOND-SBOURED CURRENCY A "PER CENT BATE 

CURRENCY.^^ 

Market price of United States 4 per cent bonds of 1907. 



June 30 — 

1881.. 
1882 . . 
1883.. 



1884. 

1885. 

1886, 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 



1895 

New '^fours'' of 1925. 

February 5, 1896 



Qnotations of 

market price of 

bonds. 



i 



117J 
118^ 
120 

118J 

ii»5 

118i 

1194 

123| 

126 

127 

125J 

127J 

128J 

128| 

129^ 

121 1 

122J 

116J 

117J 

116| 

117| 

109 

110 

113 

114f 

112 

113J 

112 



E. 
0. 



K. 
0. 
R. 
0. 



0. 



R. 
0. 
R. 
C. 
R, 
0. 
R. 
O. 
R. 
0. 
R. 
O. 
R. 
0. 
R. 
0. 



Bate real- 
ized. 



\ 



Per cent. 
3.047 
2.926 
2.895 

2.909 
2.654 
2.403 
2.448 
2.243 

2.095 

2.451 

2.735 

2.666 

3.200 

2.749 

2.753 

3.351 



National-bank 
onrrency notes 
in circulation. 



$312, 223, 352 
308, 921, 898 
311,963,302 

295, 175, 334 
269, 147, 690 
238, 273, 685 
166, 625, 658 
155, 315, 353 

128, 867, 425 

126, 323, 880 

123, 915, 643 

141, 661, 533 

155, 070, 821 

171, 714, 552 

178, 815, 801 

212, 023, 386 



This table sbows tbat the 4 per cent bonds of 1907 bonds 
average to sell at prices to the purchaser in 1889, per 
cent 

Average to pay at prices sold for during 1887, 1888, and 
1889, three years per cent. . 

From 1883 to 1892, the eight years previous to the panic 
of 1893 per cent. . 

Note circulation of national banks in 1881 $312, 

Note circulation of national banks on June 30, 1890 126, 

And this decrease in bank-note circulation was before 
the increase in currency under the silver act of July 
14, 1890. 

National bank note circulation one year later, January 30, 
1891, was only 123, 

National-bank note circulation on February 5, 1896, be- 
cause of ruined Government credit, lias run up to 212, 



2.095 

2.292 

2.462 
223, 352 
323,880 



915, 643 
023, 386 
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Mr. Walker. I wish you to look carefully at this table, and answer 
this q^uestioii:: Whether it is uot fair to say that a currency that shrinks 
as bonds appreciate and that increases as bonds depreciate is a freak 
currency! 

Mr; Fairchild. Well, I should think that it is a very bad currency, 
but exactly what the financial and scientific application of ^' freak "is 
I am not prepared to say. 

OUR CURRENCY SYSTEM THE WORST IN THE WORLD, 

Mr. Walker. In testifying before the committee last year, after 
considerable discussion and answering questions upon the point, the 
Comptroller of the Ourrency, Mr. Eckels, put his appreciation of the 
financial system in these words: ^^Yes; the United States has the 
worst financial and currency system of any leading nation." What do 
you think about our financial and currency system, as compared with 
those of other leading nations of the world? 

Mr.. Fairchild. I think it is the worst. 

Mr. WALKiat. You understood the question to be comparatively and 
not specially or personally denouncing our currency, but that, as com- 
pared with other nations, it is the worst of any you know of among 
Ic.uling nations? 

Mr. Fairchild. Yesi. 

Mr. Brosius. I understand that. 

protection of stockholders. 

Mr. Fairchild. Now, there is no way that I know of to protect the 
stockholders and depositors except by greater vigilance in your exam- 
inatioBS and that sort of thing. 

Mr. Van Yoorhis. Do you not think we could retire a portion of the 
obligations of the Government, and by retiring the small notes and 
refunding the bonds that are now outstanding, on a 2^ per cent basis, 
perhaps, do you not think we could have a secured currency f 

Mr. Fairchild. That would not be sufficient. We could have secured 
currency, but I do not think that a secured bank-note currency at 
all answers the purpose of a community in its true sense of a bank 
currency. 

The Chairman. What do you mean by " secured t'' 

Mr. Yan Yoorhis. Secured by bonds. 

Mr. Fairchild. Of course, it is all secured, but it is the method of 
securing it. 

Mr. Yan Yoorhis. I have questioned all the way through the pro- 
priety of issuing this credit currency unless we could have a secured 
currency based on the bonds of the Government. I believe that would 
be better. 

Mr. Fairchild. Tou can not have a currency based on the deposited 
bonds of the Government that is any more secure than the currency we 
ofi'er here. It is not a bit more secure and not nearly so useful. 

'Mr. Walker. Are not the currency notes issued by banks every 
way sound, and quickly available, with the guaranty for the payment 
in case of insolvency of the bank written in the statute authorizing the 
issue of them, and appropriating the money necessary to pay for and 
create a safety fund, to pay them — ^in every way as safe as a currency 
created by bonds? 

Mr. Fairchild. I should say so. It is an obligation of the Govern- 
ment in one case as it is in the other, I think. 
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The Ghairman. The principle of the present law is to take oat of 
the bank the day it begins business all of its capital and lock it up so 
it can not loan it. 

Mr. Taylor. I agree with yon. 

Mr. Gox. • • • JNow^ yon being an experienced man in finance, 
is not the community itseJf the best judge of what currency it needs 
and what currency the community can handle f 

Mr. Fairchild. Undoubtedly. 

Mr. Gox. Then would you not be in favor of a law that would repeal 
this tax and prohibit the local currency? 

Mr. Fairohild. My individual opinion on that subject is now and 
always has been that the United States should provide as perfect a 
banking system as it can. • • • The laws and constitutions of 
many of our States are such that you can not get any local circulation 
under them. Texas, I believe, absolutely prohibits a thing of that 
kind. Therefore, in order to make anything that is complete in the 
attitude of oar States toward it now, it is evident that it is not only 
better to have a national system, but it is absolutely necessary. To 
snpply Texas, for instance, Arkansas, and quite a number of those 
States, it is absolutely necessary to have a national system, or else 
they would have to reverse their whole action, and that would be a long 
process. 

The Ghairman. • • • Under the Walker bill, the currency of 
which is issued on the true currency principle, the profit is identical on 
each $1 in circulation. 

Secretary Gage. I have no doubt, Mr. Ghairman, that your bill offers 
better inducements and more profit to the bankers than our bill. 

The Ghairman. Have you any doubt that it works out just as safe 
to the Government, to the banks, and to the holders of currency f 

Secretary Gage. Ko, I have not; with proper restrictions and 
limitations. 

BANKS PROTECT BORROWERS IN PANIC. 

The Ghairman. Is it not a fact that the minute a bank is threatened 
all the business community rushes to increase their discounts and loans 
and deposits, and that that is what intensifies the panics so much, plus 
the drawing out of deposits? 

Mr. Fairchild. You mean it tends to borrowing of more money f 

The Ghairman. Yes. They want to increase their loansand discounts. 

Mr. Fairchild. Yes; they do that. 

The Ghairman. Banks then say: ^<We can not increase your loans, 
but we will take care of you;" and saying that all over the country 
checks the panic. That is true, is it notf 

Mr. Fairohii^. Yes. 

OURRENOY NOT ISSUED AGAINST DEPOSITS. 

Mr. BRGsnis. Do you think it desirable, and if so, on what principle, 
to issue currency against deposits! • • • Your bill provides lor 
issuing currency against the assets of the banks. Of course^ you under- 
stand that the deposits are a part of the assets. 

Mr. Fairchild. Oh. 

Mr. Fowler. The deposits are not assets, 

Mr. Brosius. Yes, they are. 

Mr. Fowler. They are liabilities. 
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Mr. Bbosius. Take all yoar deposits. Your currency is the first lien 
upon all the assets of the banks. 

Mr. Fairchild. Yon mean the reverse. The deposits are a liability. 
The deposits are a lieu npon the assets. 

Mr. Brosius. I do not care abont the nse of technical words. The 
point is that when yon issne the currency against the assets of a bank 
and make those notes the first lien upon the assets, that act covers the 
deposits and the depositor loses his money just in proportion as his 
money is taken to make good the notes. Do you think It desirable, on 
general principles, to issue currency against assets and make that cur- 
rency the first lien upon the depositor's money in the vaults of that 
bankf 

Mr. Fairchild. I do. 

Mr. Brosius. IJpon what principle can you justify itt 

Mr. Fairchild. A depositor need not put his money there unless he 
wants to. He knows what the arrangement of the bank is. That is 
true to-day. 

Mr. Brosius. You say that is exactly what you do to-day t 

Mr. Fairchild. Yes. • 

depositors freely take THE RISK. 



Mr. Brosius. So in any event the loss falls upon the depositors f 

Mr. Fairchild. It always does. 

Mr. Brosius. Is it not fair to assume that in cases of fraud such as 
you suggest, where the capital of a bank is simply gobbled up, if they 
had not deposited a certain amount of capital in place of the bonds, 
they would have stolen that also? And is it not a clear question of 
saving whatever amount of bonds they deposit? 

RASCALS STEAL THE WHOLE BUSINESS. 

Mr. Fairchild. They would have stolen that also. 

Mr. Brosius. They can not steal bonds, you know. 

Mr. Fairchild. They have stolen the whole business in the same 
way. The net result in dollars and cents to the stockholders of that 
bank is the same. Of course when they have invested in common 
bonds they have their notes banked, because they have run away, and 
have done the same thing with the deposits. The notes stand there 
to get the United States bonds, but the capital and the stock and 
everything is gone. 

Mr. Brosius. No; but the bonds are not gone, Mr. Fairchild, and 
therefore the note-holder is made whole. 

.Mr. Fairchild. That I admit — that the note-holder is made whole; 
but every dollar that was put into that bank is gone. 

Mr. Brosius. I do not see it in that way, because the bonds were 
paid for by a part of the capital, and that portion could not be gotten 
away. 

Mr. Fairchild. The only thing that remains at present is the differ- 
ence between the premium on bonds and the amount of notes that 
they got. 

Mr. Brosius. Whatever remains goes to the note-holders to pay the 
notes? 

Mr. Fairchild. Yes. 
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Mr. Brosius. The point that I make is that if a portion of that 
capital had not been invested in the bonds the whole thing would ha^e 
been stolen, and neither note-holder nor depositor would have gotten 
anything. 

.iOTE-HOLBER SECURE. 

Mr. Fairohild. As far as the noteholder is concerned, we have pro- 
vided for taking care of him as securely as he is taken care of now. 

CANCELING SILVER CERTIFICATES— POPULAR USE OP COIN HONEY. 

Mr. Fowler. If the certificates — ^the ones, twos, and fives — ^were all 
canceled, and the silver was out at the end of a year, do you not think the 
people would be as well satisfied as they are now with the certificates f 
With California before you as an illustration, with Mr. Grarnett, who 
lives there, refusing to sign the report recommending this bill, because 
he uses silver, and with the practices of Germany and France and other 
countries before you, do you not think that |tt the end of a year the peo- 
ple would be just as well satisfied with the silver as they would be now 
with the small certificates? 

Mr. Taylor. I do not think so. They would take it if they had to. 

Mr. MoOleary, Would not that fact—the presence of the gold and 
silver in the hands of the people from day to day — be the best kind of an 
education in the other direction that you spoke of a while agot Woald 
it not be the best kind of an education as to what money really isf 

Mr. Taylor. Well, it would be a good object lesson, but I do not 
think I am prepared to say it would be the best one. 

The Chairman. Would not that be the only way to find out what 
the people want and to get their opinion of any currency system! 

Mr. Taylor. Tes, sir. 

The Chairman. Do you know of any other Government in the world 
that coins money and then itself issues paper representatives of it 
direct! 

Mr. Taylor. I do not know that I ever heard of one. 

The Chairman. Does not that contradict the whole theory of 
coinage! 

Mr. Taylor. I think it does. I think it is an inconsistency in our 
system. 

• •••••• 

The Chairman. Is it not a feet that a very large body of our people, 
children especially, who handle a large part of the money in taking it 
to stores, and the very large laboring population of the South, and the 
ordinary laboring men, can carry coin in their pockets with greater 
safety and less liability of loss than they can carry paper, and is it not 
also true that the paper often gets wet and crumples up and the germs 
of disease get in it, and everything of that kind! So, would it not be 
of great sanitary benefit and economic benefit in every way in protect- 
ing the people from loss to have all money, say under $5, in coin! 

Mr. Taylor. There is great force in that, Mr. Chairman, and I think 
our people would be better off if that could be brought about. I tliink 
they would be better off if they used more coin money. I may be tell- 
ing tales out of school, but I will say that when this was under discus- 
sion in the commission £ made a motiou that the smallest paper bill 
should be $3 as a compromise. I think the people would stand that, 
without much complaint. I believe if you would go to $5 there would 
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be a great deal of complaint, bat that if you say $3 the people "^ould 
not seriously complain, and perhaps in that way you could accustom 
them to the use of coin, and eventually they would allow $5 to be the 
lowest denomination of paper money. 

Mr. Kewlands. Do you not think that in this country there are a 
great many people who do not know that the silver is still in circula- 
tion through the silver certificates! 

Mr. Taylor. I can not say that I have found any such people among 
my acquaintances. 

Mr. Newlands. I have met with a great many myself, and abroad I 
found that that was quite a general impression, that we had a great 
stock of silver here and that it was not utilized. 

Mr. Taylor. That might be so. I can not say. 

The Chairman. Whether that is so or not, not one man in a thou- 
sand, when he receives a bill, stops to see whether it is a bank note or 
a silver certificate, or what it is. Unless his attention is especially 
called to it, he does not notice it. There is no distinction; he thinks 
that it is all national-bank money. 

Mr. Taylor. Very few people notice the difference, or think of the 
difference. 

The Chairman. And they do not know that this coin is collateral 
for these silver certificates! 

Mr. Taylor. Very few people think of that. That is one of the con- 
sequences of the greenback circulation. It has accustomed the people 
to take pieces of paper with pictures on them. That is all they notice. 

The Chairman. Is it, then, your opinion that the general feeling of 
affection which the people seem to have for the greenbacks is because 
they want the paper money! 

Mr. Taylor. No; not that merely; not because they want paper 
money merely. I think the affection of the people for the greenbacks 
is a peculiar patriotic instinct. The greenback is associated in their 
minds with the preservation of the Union. 

The Chairman. And you think the majority of the people in the 
ordinary way of life draw the distinction between the greenback and 
the bank note, and so on! 

Mr. Taylor. Not at all. 

The Chairman. That is what I meant. 

Mr. Taylor. No ; not at all. In actual transactions I think men very 
rarely take notice of what kind of money they are handling. 

banking in agricultural COMMUNITIES. 

Mr. Hill. What is the purpose of section 12, providing for small 
banks! 

Secretary Gage. More particularly for agricultural communities. 
There is always a small business center somewhere in every sort of 
community. 

Mr. Hill. Generally speaking, you now refer to agricultural com- 
munities, in which there would largely be agricultural loans! 

Secretary Gage. Very largely. 

Mr. Hill. Do you believe it is possible for a national bank or any 
bank to be made a bank of issue with the facilities for prompt redemp- 
tion which you have provided here, making agricultural loans against 
notes issued on demand! 

Secretary Gage. I think agricultural loans, properly made^ are among 
the best loans in the world. 
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Mr. Hill. I know it, bat can they be made as against demand issues 
of bank notes? 

Secretary Gage. They can, within reasonable range; yes, sir. 

Mr. Hill. How is it possible for a bank, say, of $25,000, situated in 
an agricultural community, to exchange its circulating notes for long- 
time agricultural notes and maintain redemption of its own notes f 

Secretary Oage. By "long-time agricultural notes'^ do you mean four 
or five year loans f 

Mr. Hill. I mean six months, as against their own notes outstanding. 

Secretary Gage. 1 think they could. 

Mr. Hill. In what way would they be able to do itt 

Secretary Gage. Because the community we are supposing is a 
community where the circulating capital is small, and as long as crops 
were in process of being gathered and brought to market, and the 
expenses connected with them being paid off, there would be a local 
use for any circulating medium which this bank would supply, and it 
would stay there until crops (which ought to be more or less varied in 
every community, and are more or less varied), would begin to go for- 
ward to market; and that generally happens four or five months before 
the following crop is sown and the expense incidental to raising that 
crop inaugurated. When the crop goes to market the fund would be 
found to redeem the notes. The notes would find their way to the 
redemption centers if the community owed more than the crops paid. 
Then the notes, like any other form of money, would go forward to settle 
the difference, and they would be redeemed. • * • It is now an 
impoverishment of a community to start a national bank. Take a little 
community that can scarcely raise $50,000 capital. What does the 
Government require of it I It requires, in the first place, $25,000 of that 
to be sent to Wall street to buy bonds, and then it may, and as it may 
it must, because it is too poor not to do it, put these bonds up with the 
Treasurer of the United States, and for the $25,000 of bonds, which 
have cost over $30,000, it may get $22,500 of its own notes — not Gov- 
einment notes, but its own notes — which it may have the privilege of 
loaning to the community. That is an impoverishment to the commu- 
nity, substantially, of 30 per cent on capital it had before it started the 
bank. 

LABGE BANKS ^^OABBT'' SMALL BANKS. 

Mr. Hill. Do you think, in your experience as a banker, not as 
Secretary of the Treasury, that as a matter of fact the large reserve 
banks of the country do frequently have to carry the smaller banks f 

Secretary Gage. They do to a considerable extent. 

Mr. Hill. Do you think, then, they would object to this credit-note 
system, as giving to the country banks a first lien upon all their assets 
for these reserve notes and thus imperiling their claims against the 
country banks f 

Secretary Gage. I do not think they would object on that ground at 
all, because they always make sure they themselves have a good lien 
on assets before they take care of the country banks. 

BANKS PBOTEOT THEIB OUSTOMEBS. 

The Ohaibman. Is it not a fact that the minute a bank is threatened 
all the business community rush to increase their discounts and loans 
and deposits, and that that is what intensifies the panics so much} plus 
the drawing out of deposits f 



8TBENGTHENING THE PUBLIC CREDIT, ETC. 225 

Mr. Faibohild. You mean it tends to borrowing of more money! 

The Gh AJBMAN. Yes ; they want to increase their loans and discounts. 

Mr. Faibchild. Yes; they do that. 

The Ghaibman. Banks then say, << We can not increase your loans, 
bat we will take care of yon ; " and saying that all over t^e country 
checks the panic. That is true, is it notf 

Mr. Faibohild. Yes. 

BONDS EBPT up IN PBICB. 

Mr. Fatbchild. In getting up this plan the policy we pursued in the 
commission 

The Ghaibman. That is exactly what I want to get at. 

Mr. Faibohild (continuing). Was to propose something which we 
thought would be complete and useful and workable, if adopted by 
Gon gross. We considered two lines. First, whether we should attempt 
to frame something which we thought would meet the views of any 
particular Gongress, looking to the make-up and the general views of 
Gongress. And the other consideration was whether we should proceed 
solely without reference to that, but to get something that we believed 
would be beneficial if enacted, leaving out of view entirely the proba- 
bilities of its enactment. We concluded to adopt the latter course, 
believing it was not our province to take into consideration the temper 
and disposition of Gongress, so we have proceeded not on the question 
of policy of passing a bSl, but on the question of the general policy if a 
bill were passed. 

Mr. Waleeb. The changes proposed in any bill would be agreeable 
should it involve no practices or conditions that had not proven to be 
wise in the actual practice of banking, and correct those practices found 
to be unwise f 

Mr. Faibohild. Gertainly : • • • any one of these measures, 
or all of them combined, which will accomplish the general result is 
perfectly satisfactory to that commission. • • • 

Mr. SPALDiNa. In the event of the success of the monetary commis- 
sion's plan, would it have any effect on the price of the bonds of the 
United States Government, in your opinion; and if so, whyf 

Mr. Faibohild. We tried to graduate that. Getting at the amount 
held, and looking at the way bonds were held among the banks, we 
fixed the amount of 25 per cent of the capital in that way, with a view 
of having it have as little effect as possible on the rise or fall of bonds. 

Mr. SPALDiNa. What effect, in your opinion, would there be in the 
adoption or the passing of a law in which the bonds were not used as 
a security for the circulating medium at allf 

Mr. Faibohild. Oh, it might affect their price a little. I doubt if it 
would affect it much now ; perhaps 1, 2, or 3 per cent. I do not know 
about that. 

Mr. Walkbb. Your bill is of such a nature that you claim it would 
not very materially affect the price of bonds. If it had any tendency, 
it would make them higher, would it notf 

Mr. Faibohild. Possibly a little; but looking at the distribution of 
the bonds, we fixed the amount first at 30 per cent, and then reduced 
it to 25 per cent on that ground. 

Mr. Walkeb. Then the requirement to purchase bonds in order to 
get currency has a tendency to make bonds higher priced! 

Mr. Faibohild. That would be the tendency. 
B&fO ^15 
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INTBRINDEBTEDNESS OP THE imiTED STATES* 

Mr. Walker. I will now ask a question on a diiferent line. It is 
assumed that banks are not a help to the people because they increase 
their indebtedness; that is to say, we hear the proposition stated on the 
floor of the Bouse and other places that indebtedness is an indication 
of poverty. I want you to look at this table [handing him a table]. 1 
have taken great pains by correspondence and otherwise, and by my 
own estimates and estimates which I have obtained irom others, and by 
the authorities given, to state the total sum of indebtedness. 



Table showing the indebtedness of the United States in 1892 j prepared by 
Son. J. JJ. Walker J chairman of Committee on Banking and Ourreney. 

Census of 1890, assessed valuation: Assets of the 

country, real and personal property $25, 000, 000, 000 

Secretary of Treasury : 

Gold and silver coin 1, 200, 



Total 26,200 




National debt less cash in Treasury 

Census of 1890: 

State debt less sinking fund 

County debt less sinking fund 

Town and city debt less sinking fund 

Porter: School-district debt 

Poor's Manual, railroad indebtedness : 

Funded debt : 

Unfunded debt 

Current debt 

New York Financial Eeview, 1890: Miscellaneoas 
stocks and bonds 

Farm mortgages • 

Home mortgages 

Other town and city property mortgages 

Estimated debts of merchants 

Debts of individuals and families 

Comptroller of the Currency : 

Deposits in mutual savings banks 

Deposits in stock savings banks 

Deposits in private savings banks 

Deposits in loan and trust companies 

National banks 

State banks 

New York Daily Commercial Bulletin : 

Annual fire-insurance losses, $126,000,000; life of 
policy, three years 

Marine insurance 

Life insurance in force 

Industrial business insurance 

Benevolent associations and fraternal orders 



862 

223 

142 

470 

38 

6,106 
376 
271 

682 
1, 086 
1, 047 

3,887 

6.000 

400 

1, 402. 

262 
96 

363 
1, 688 

667 



376 

60 

3,643 

313 
6,000 



000 



000 

000 
000 
000 
000 

000 
000 
000 

000 
000 
000 
000 
000 
000 

000 
000 
000 
000 
000 
000 



000 
000 
000 
000 
000 



000 



000 



000 

000 
000 
000 
000 

000 
000 
000 

000 
000 
000 
000 
000 
000 

000 
000 
000 
000 
000 
000 



000 
000 
000 
000 
000 



Interindebtedness in the country 34, 208; 000, OCO 
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INTEBINDEBTEDI7ESS AN EYIDENOE OF INTEGRITY AND WEALTH. 

Mr. Walker. Is it not generally held by economists, Mr. Fairchild, 
that the interindebtedness of a people, at a low rate of interest, instead 
of being an evidence of poverty or of hard conditions, is one of the most 
certain indications known of the average integrity, education, wisdom, 
and wealth of its people f 

Mr. Fairohild. It is. 

Mr. Walker. As the integrity, education, wealth, and peacefid con- 
ditions are measured, the use of paper money proportionately increases, 
and that of coin decreases. Is not that truef 

Mr. Fairohild. Well, I would not like to say that 'quite so broadly. 
The use of paper is another advance in more perfect civilization and 
the economy of capital, in my judgment, and the greater the faith of 
people one in another, the higher the civilization will be; and all these 
conditions you have spoken of tend to produce that faith. 

Mr. Walker. Except for our war of disunion, we have had peace 
practically since the war of 1812 — and that was not much of a war — 
while in France the Government has been constantly overturned, and 
a feeling of unrest has existed there; and England is in a state of war. 
They are engaging in some kind of a war nearly all the time, and you 
know what the conditions have been in Germany; while in Scotland, 
Canada, and this country there has been comparative peace. My ques- 
tion involves the fact of the people's condition. In view of all the facts^ 
do not the paper money and assured peace go together f 

Mr. Fairohild. I should think they did. 

Transitiim from present system to the Sill-Fowler system and the Walker 

system. 

If all the national banks in the United States should transfer into 
the system provided for in the Hill-Fowler bill (H. E. 10289) or into the 
system provided for in the Walker bill (H. E. 10333), the results as to 
circulation would be as follows: 

HILL-FOWLER BILL. 

(a) Cities of 10,000 population and over (25 per cent of 

paid-in capital, $451,147,625) $112, 786, 881 

{b) Places under 10,000 population (25 per cent of paid-in 

capital, $180,340,570) 46,085,142 

Total national reserve notes that would be issued . 157, 872, 023 

WALKER BILL. 

In national banks alone: 

(c) Cities of 10,000 population and over (12^ per cent 

of true capital — capital, surplus, and undivided 

profits— $712,955,136) 89, 119, 392 

(d) Places under 10,000 population (12 J per cent of the 

capital, $253,284,969) 31,660,620 

Total " greenbacks'^ that would be exchanged .... 120, 780, 012 
AH State banks required to assume United States notes . 47, 290, 873 

Total United States notes exchanged 168, 070, 885 
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Under the Hill-Fowler bill banks are required to boy and 
pay IlDited States legal notes for purely a bank 
note to the amount of 25 per cent of their paid- 
in capital, and they get no right whatever to 
issue any notes other than those they buy. 
Amount as above $157, 872, 023 

Under the Walker bill national banks and commercial 
State banks are required to exchange lawftil 
money for a new issue of "greenbacks," with 
their own note printed on the back of them, to 
the amount of 12^ per cent of their actual capi- 
tal—total 168, 070, 885 

And can issue currency against their assets to an equal 

amount 168,070,885 

Total currency under Walker bill 336,141,770 
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Table B. 

Assuming that tbe use of banking fands in 1897, that is to say, capi- 
tal, deposite, and currency, would be one-quarter more in volume than 
in 1860, the slaves being free, the following sums should be added for 
each State named: 



State. 


Amonnt. 


State. 


Amount. 


Alabama .• 


$7, 478, 875 
14, 933, 050 
13, 067, 475 

4, 054, 304 
10, 348, 819 

6, 144, 560 


South Carolina 

Tennessee 


$13, 916, 160 
7, 767, 188 


Georeia 


Kentnckv . . . . , ^ r , r - 


Viririnia 


9, 282, 000 


T jTiii i fii sm a. 


Total 




Missouri 


86, 992, 431 


North Carolina 





Tablb C. 



Assumiag that the slaves being free to-day would add one-quarter 
to the use of banking fiinds, the amount of duch funds that would be 
in use in the following nine States, providing that the freedom of issu- 
ing currency enjoyed by State ba«ks in 1860 had continued until to-day, 
woiUd probably be as follows : 



State. 



Population 
in 1897. 



Alabama 

G-eorgia 

Kentucky 

Louisiana 

Missouri 

North Carolina 
South Carolina 

Tennessee 

Virginia 

Total.... 



1, 675, 000 
2,090,000 
1, 887, 000 
992, 000 
2, 427, 000 
1, 780, 000 
1, 280, 000 
1, 924, 000 
1, 768, 000 



15, 823, 000 



Actual loss in 

amount of bank 

ing funds in 1897, 

at the per capita 

of 1860. 




?1», 396, 500 
48, 864, ^'^^ 
27- ft46. 

t9, 830, 400 
3, 559, 400 
15. 191. 760 



*fco, awty 200 

27,946, " 
75. 2S.^ 

XU, 0«7iJ, 400 

49,880, 
3.559. 



^ ^ , «>*u, 470 
75, 233, 280 
29, 026, 920 
15,895, ^ 
49. 8B0. 



15, 191, 760 



283, 944, 330 



Natural in- 
crease, with 
slaves free, 
should show 
one-quarter 
more. 



$7, 478, 875 
14, 933, 050 
13, 067, 475 

4, 054, 303 
10, 348, 819 

6, 144, 560 
13, 916, 160 

7, 767, 188 

9, 282, 000 



86, 992, 431 



Total. 



$25, 872, 375 
63, 797, 250 
41, 013, 945 
79, 287, 584 
39, 375, 739 
22, 039, 960 
63, 746, 560 
11, 326, 588 
24, 473, 760 



370, 933, 761 
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Fifteen States in wliich hanJcing was undeveloped in 1860^ and in which 
the deficiency in hanking funds per capita was probably as large in 1897 
as in the nine States above noted. 



States. 



Arkansas.. 
California . 
Colorado . . 
Elorida. ..i 

Idaho 

Kansas ... 
Mississippi 
Montana .. 
ISrebraska . 



Popnlation^ 
1897. 



1, 360, 000 

1, 166, 000 

617, 000 

496,000 

161,000 

1, 342, 000 

1, 444, 000 

226,000 

1, 146, 000 



States. 



Kevada 

South Dakota 

Texas 

Utah 

Washington 

Wyoming 

Total population 



PopnlatioD, 
1897. 



45, 000 

387, 000 

2, 698, 000 

272, 000 

468, 000 

86, 000 



11, 791, 000 



Estimated deficiency in banking funds in these fifteen 

States, as shown to be in the nine States, in 1897 $211, 630, 540 

Deficiency in nine States above 283, 944, 330 

Total deficiency in 24 States 496,474,870 

Number a/nd value of slaves in 1860 {average value estimated at $500 per 

head) in the nine States following. 



State. 



Alabama 

Georgia 

Kentucky 

Louisiana 

Missouri 

North Carolina- . . 
South Carolina. .. 

Tennessee 

Virginia 

Total 



Namber of 

slaves in 

1860. 



435,080 
111, 116 
226,483 
331, 726 
114, 931 
331, 069 
402, 406 
276, 719 
490, 866 



Yalne at $500 
per head. 



Assessed valne 

of personal 
property in 1860.^ 



$217, 
66, 
112, 
166, 
67, 
165, 
201, 
137, 
246, 



640,000 
667,600 
741,600 
863,000 
466,600 
629, 600 
203, 000 
859, 600 
432,600 



2, 718, 384 1, 369, 192, 000 2, 171, 601, 410 



$277, 
438, 
260, 
166, 
113, 
176, 
359, 
162, 
239, 



164, 673 
430,946 
287, 639 
082, 277 
486, 274 
931, 029 
546, 444 
504, 020 
069, 108 



Assessed valne 

of personal 
property in 1890.' 



$104, 
190, 
170, 

74, 

288, 

93, 

78, 

. 89, 

208, 



273, 091 

774, 030 
807, 996 
700, 906 
116, 597 
231, 742 
219, 946 
887, 380 
700, 236 



1, 298, 711, 923 



^ Census 1860, p. 294, Mortality and Miscellaneous Statistics. 
* Census 1890, part 2, Wealth, Debt, and Taxation, p. 102. 



238 STRENGTHENING THE FUBUC CBEDIT, ETC. 

Personal property per capita in 1860, deducting value of slayes . $85. 78 
Personal property per capita in 1890, slaves free 85. 44 

Population in 1860, 9,469,634. Population in 1890, 15,199,370. 

Total capital, surplus, and undivided profits in places 

under 10,000 population $253, 284, 959 

Circulation 70,427,647 

Deposits 411,476,864 

Total banking funds 735,189,470 

Capital actually paid in 180,340,570 

Population in places under 10,000 41, 840, 776 

Deduct people served by banks in cities of 10,000 popu- 
lation or more 10,390,737 

31, 450, 03^ 

National banking funds per capita, to serve people living in places of 
less than 10,000 population, $23.38. 

Total capital surplus and undivided profits in cities of 

10,000 population or more $712, 955, 136 

Circulation 128,493,023 

Deposits 1,441,872,264 

Total national banking funds 2, 283, 320, 423 

Capital actually paid in in cities of 10,000 population or 
more 451,147,525 

Population in cities of 10,000 and over 20, 781, 474 

One-half as many again served by banks in above cities . 10, 390, 737 

Probable population served by such banks 31, 172, 211 

Banking funds per capita for cities of 10,000 inhabitants or over, 
$73.25. 



CLEARING HOUSE OF WOEOBSTBB, MASS. 

CONSTITUTION. 

The banks in the city of Worcester, having associated on March 5, 
1861, for the purpose of effecting a more perfect and satisfactory set- 
tlement of the daily balances between them, deeming it advisable to 
adopt a more permanent and formal organization, hereby agree upon 
the following 

ARTICLES OF ASSOCIATION. 

Section 1. The name of the association shall be the Worcester 
Clearing House. 

Sec. 2. The objects of the association are the effecting, at one place 
and one time, of the dally exchanges between the several associated 
banks, and the payment, at the same time and place, of the balances 
'^suiting from such exchanges; the promotion of a general uniformity 
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of action among the banks; and the cultivation of honorable and 
friendly relations among the members. 

Sec. 3. Each bank belonging to the association may be represented 
by its president and cashier, both of whom shall be entitled to vote, as 
the members of the association, at all meetings thereof. 

Sec. 4. The annaal meeting shall be held at the clearing house on 
the second Monday in October, in each year, when a chairman and 
secretary shall be chosen, by ballot, who shall hold their offices for one 
year, and nntil others are chosen in their stead; and whenever, at any 
meeting, either of them shall be absent, a chairman or secretary pro 
tempore shall be chosen. 

Sec. 6. At every annual meeting there shall also be chosen, by bal- 
lot, a standing committee of three (not more than one member of the 
committee from any one bank), to be called the clearing houce com- 
mittee, who shall hold their offices for one year, and until others are 
chosen in their stead, whose duty it shall be to procure suitable accom- 
modations for the clearing; to provide proper books, stationery, and 
whatevOT else may be necessary for the convenient transaction of the 
business; to ascertain and advise the banks as to their duties and lia- 
bilities in case of any doubtful construction of the State or United 
States laws relating to banks and banking; to investigate and report 
to the association upon any matters affecting the banking interests, 
and, generally, to supervise the whole business and interests of the 
association. Any vacancies which may occur in the committee during 
the year may be filled at any meeting of the association. 

Sec. 6. The cashier of the clearing bank shall be the manager of the 
clearing, and the settling clerks shall be under his direction while at 
the clearing house. The hour for making the exchanges shall be at 12 
o'clock m. Errors in the exchanges and claims arising from the returns 
of checks or other cause, are to be adjusted directly between the banks 
which are parties therein and not through the clearing house. 

Sec. 7. Each bank belonging to the association shall deposit with 
the clearing house committee its proportion of a clearing fund. The 
proportionate deposit of each bank shall be decided by vote of the asso- 
ciation. The clearing fund shall be deposited with the clearing bank, 
free of interest, as a compensation for services rendered, and for the 
payment of all necessary expenditures of the association. On making 
its deposit each bank shall receive a certificate therefor, signed by the 
clearing house committee and countersigned by the manager. No bank 
shall make the clearings of a bank which is not a member of the asso- 
ciation. 

Sec. 8. Ko new bank shall be admitted to the association excepting 
on the recommendation of the clearing-house committee and by a vote 
of three-fourths of the members; and no bank shall withdraw without 
giving six months' notice of such intention to the manager of the 
clearing house. 

Sec. 9. For cause deemed sufficient by the associated banks, at any 
meeting thereof, any bank may be expelled from the association and 
debarred from all the privileges of the clearing house by a vote of 
three-fourths of the members. 

Sec. 10. These articles of association shall be signed by the members 
thereof and by new members hereafter admitted; they may be amended 
by a vote of two-thirds of the members at any meeting of the associa- 
tion, provided that notice of the proposed amendment shall have 
been given in writing at a previous meeting and lodged with the 
secretary. 

Sec. 11. The secretary shall notify all meetings by giving notice 
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in writing to each of the associated banks; and he shall convene the 
association whenever requested to do so by any member. 

Note.— Population, 116,000 j capital of clearing house, $10,500; 
banks of $250,000 capital or less loan the clearing house $1,000; those 
having over $250^000 capital loan the clearing house $1^500 free of 
interest. 



H. B. 10339.— FIFTYFIFTH OONGEESS, SEOOITO SESSION. 

m THE HOUSE OF BEPBESENTATIVES^ 

May 16, 1898. — Mr, WalJceVy of MassachusettSj introduced the following 
Mil; which was referred to the Committee on Banking and Currency 
and ordered to be printed. 

A BILL To 80 chanj^e the national-bank act as to seonre to the people in aU sections 
of the country an eqnal opportunity to freely use paper money. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled^ That hereafter banking associ- 
ations shall not be required, ^< preliminary to the commencing of the 
banking business," or in continuance thereof, to ^Hransfer and deliver 
to the Treasurer of the United States," or as security for circulating 
notes, any United States bonds; and any national banking association 
that has transferred and delivered such bonds to the Treasurer may 
recover such bonds from the Treasurer upon complying with the con- 
ditions prescribed for the reassignment of such bonds to associations in 
liquid ition; and the Treasurer of the United States is hereby author- 
ized and directed to reassign and deliver such bonds to the association 
Irom which he received them upon being notified by the Comptroller of 
the Currency that such association is in compliance with this section of 
this Act. 

Sec. 2. That any banking association organized under the laws of 
any State that shall place on deposit in any banking association in the 
largest commercial city in the State in which the association is located, 
or in any other place acceptable to the Comptroller of the Currency, an 
amount of specie equal to five per centum of its circulating notes that 
it averages to have in actual circulation for the redemption on demand 
of such notes, and shall also have in its own vaults, in addition to the 
amount hereinbefore mentioned, an amount of specie equal to five per 
centum of its average individual deposits, thereupon the imposition and 
the collection of the ten per centum tax on the circulating notes of 
banking associations organized under the laws of any State shall be 
suspended, so far as they relate to such banking association : Provided^ 
however^ That in case such banking association fails to keep good, as 
averaged for any month, any part of the total amount of specie as is 
herein required it shall be liable to and shall pay into the l^easury of 
the United States a tax equal to ten per centum per annum on an 
amount equal to the amount of the average deficit in such fund or funds 
for such month. 

Sec. 3. That whenever any association fails to pay on demand in 
specie the circulating notes signed by its officers and paid out by it, it 
shall be subject to and shall pay a duty at the rate of two per centum 
per annum, one-half on July first and one-half on October first, on a 
sum equal to the average amount of its circulating notes outstanding 
and of the individual deposits in such association during such failure 
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and until sach payment is resnmed: Provided, however, That in case 
any sach association pays one-half of the tax herein imposed on or 
before the day it is due and payable, the other half shall be, and is 
hereby, remitted. 

Sec. 4. That each association shall keep such records and send to 
the Comptroller of the Currency sach reports and submit to such 
examinations by any agent of the Comptroller, to ascertain whether 
the association is in compliance with law and the amount of tax due 
and payable by it, as the Comptroller of the Currency shall from time 
to time direct^ and the expenses of such examination shall be paid by 
such association. 



H. B. 10333.— FIFTYFIFTH CONGRESS, SECOND SESSION. 

IN THE HOUSE OF REPRESENTATIYES. 

May 13, 1898. — Mr. Walker, of Massachusetts, introduced the following 
bill; which wa>s referred to the Committee on Ba/nMng and Currency 
and ordered to he printed. 

A BILL To 80 change the national-bank Act as to secnre to the people in all sections 
of the country an eqnal opportnnity to freely nse paper money. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress a^ssembled. That hereafter banking asso- 
ciations shall not be required, << preliminary to the commencing of the 
banking business," or in continuance thereof, to "transfer and deliver 
to the Treasurer of the United States," or as security for circulating 
notes, any United States bonds; and any national banking association 
that has transferred and delivered such bonds to the Treasurer, upon 
depositing lawful money, in compliance with section two of this Act, 
may recover such bonds from the Treasurer upon complying with the 
conditions prescribed for the reassignment of such bond s to associations 
in liquidation: and the Treasurer of the United States is hereby 
authorized and directed to reassign and deliver such bonds to the asso- 
ciation from which he received them upon being notified by the Oomp- 
troller of the Currency that such association is in compliance with 
section two of this Act; Und in place of United States bonds, as hereto- 
fore required, banking associations shall deposit lawful money in 
amount sufficient to take out the United States legal- tender circulating 
notes described in section two; and the taking out pf such notes is 
hereby required of such associations preliminary to the commencing 
of the banking business. 

In places of less than four thousand inhabitants, with the permission 
of the OomptroUer of the Gurrency, banking associations may be 
organized with a paid-up capital of not less than twenty-five thousand 
dollars. 

The word capital as used in this Act shall be held to mean the sum 
of the nominal capital plus the surplus and undivided profits of asso- 
ciations, and as shown by the last published annual report of the Oomp- 
troUer of the Currency when such items concerning the bank in question 
are published in such report. 

Seo. 2. That upon the delivery of coin, coin certificates, or United 
States legal-tender notes, including Treasury notes, to the Treasurer of 
the United States in sums of one hundred dollars or any multiple 
thereof, and in amount equal as near as may be to twelve and one-half 

B & 16 
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per centum of its capital, theTeapon it shall be entitled to receive from 
the Gomptroller of the Oorrency United States legal-tender notes of 
dififerent denominations, having printed on their reverse side the cir- 
cnlating note of the association, in blank, registered and conntersigned 
as provided by law, equal in amount to the coin, coin certificates, and 
United States legal-tender notes, including Treasury notes, delivered; 
and any association may at any time increase such delivery of such 
moneys to an amount equal to one-half of its capital, and receive such 
circulating notes thereon to the amount of such deliv^y of such money. 

The promise of the association receiving and issuing such notes to 
pay the same on demand shidl be attested by the signature of the presi- 
dent or vice-president and cashier or assistant cashier before being 
issued by it. 

The Secretary of the Treasury is hereby authorized to issue United 
States legal-tender notes of the Act of March third, eighteen hundred 
and sixty-three, to the amount necessary to carry into effect the provi- 
sions of this Act. 

The lawfiil name and description of the notes issued under this sec- 
tion shall be greenbacks. 

Sso. 3. That the Gomptroller of the Currency shall issue, in blank, 
circulating notes of different denominations, to any association, and the 
association may issue the same in addition to the greenbacks described 
in the preceding section equal in amount to the amount of the green- 
backs taken out by it until the setting aside of the gold in the Treasury 
of the United States to redeem certain legal-tender notes as described 
in the section next succeeding. Thereafter he shall issue to any asso- 
ciation, and the association may retain and issue, the notes described 
in this section at his discretion, but not less in amount than the amount 
of the greenbacks taken out by such association, and not less in amount 
than twenty-five per centum in excess of the amount upon which a tax 
was assessed and paid in the two years next preceding, and not to 
V exceed in amount the amount of its unimpaired capital. Each associa- 
tion taking out the notes described in this section shall add to its cur- 
rent redemption fund and keep therein a sum in lawful money equsJ in 
amount to five per centum of such notes it averages to keep in circula- 
tion as found from time to time; such five per centum, together with 
the five per centum mentioned in the next section, shall be held for the 
redemption of its greenbacks and notes issued- to it under this section. 

That the lawful name and description of notes issued under this sec- 
tion shall be currency.* All currency shall have printed on its reverse 

* Ket assets of national and State banks, in capital, 

surplus, and undivided profits $1, 350, 000, 000 

All kinds of paper money in circulation 1, 095, 377, 992 

Profits to bank on currency under existing law and conditions, about 
one-fourth of 1 per cent. 

As all taxes except one-fifth of 1 per cent, safety fund tax, are removed, 
the average profit, taking the country over, under this bill, on the cur- 
rency kept out, would be about 6 per cent. Nothing is gained on the 
greenbacks and 6 per cent on the reserve notes. 

The currency issued is not ^^ reserve certificates.'' It is in no sense 
^^issued against the reserve held." They hold exactly the same relation 
to the <' reserve held" as any other liability of the banks. For each 
$95 of old issue of greenbacks that are redeemed and destroyed, $100 
of new greenbacks are issued and $100 of currency, making $200 of 
currency for each $95 retired. 
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Ade the statement that it is to be finally redeemed and paid by the 
Treasurer of the United States. The Comptroller of the Ourrency may 
cause a supply of currency and of greenbacks to be printed for associa- 
tions in anticipation of immediate delivery to them. 

Seo. 4. That the Treasurer of the United States shall forthwith 
redeem and destroy existing United States legal-tender notes issued 
under Acts passed before July first, eighteen hundred and ninety, and 
put in circulation previous to the passage of this Act, in such manner 
as he may deem proper, equal in amount to ninety-five per centum of 
the aggregate of the coin, coin certificates, and tlnited States legal- 
tender notes, including Treasury notes, received for greenbacks issued 
tiO banking associations; and the Treasurer shall set aside five per 
centum of such aggregate, which, together with the five per centum 
mentioned in the previous section, shall be held for the current redemp- 
tion of the greenbacks and currency of the association making such 
deposit. 

When there shall be no more in amount of United States legal-tender 
notes outstanding issued before July first, eighteen hundred and ninety, 
than the amount of the gold then held by the Treasurer that may be 
used for the redemption of such notes, the gold so held shall then be 
set aside by the Treasurer of the United States and used only to redeem 
such notes, which notes ux)on being so redeemed shall be destroyed |* 
and from and after thirty days Irom the setting aside of gold herein 
mentioned such notes shall not be used by any banking association in 
redeeming its notes, or be counted in the reserve fund of any national 
banking association, or be a legal tender for any debt due and payable 
in the United States excepting for duties due and payable on goods 
imported into the United Stat^s.t 

That upon the setting aside of the gold herein directed, a sum of 
money equal in amount to all moneys subsequently paid into the Treas- 
ury of the United States in exchange for greenbacks shall be held in 
the Treasury as a separate fund, out of which the Treasurer shall, firom 
time to time, redeem greenbacks held by certain associations in amount 
and manner as follows, to wit: 

When such funds shall amount to one per centum of the total amount 
of greenbacks taken out under this Act by associations before the set- 

* Outstanding United States legal-tender notes $346, 000, 000 

Gold redemption fund in Treasury in February, 1896. . . 146, 000, 000 

Total legal-tender notes to be assumed by banks . . 200,000,000 

to relieve the situation. Thus, when the banks have assumed the cur- 
rent redemption of only $200,000,000 of legal-tender notes, the Treasury 
will be wholly relieved from paying gold on any form of paper money, 
and it will be a matter of as much indifiference what the Government 
pays out as in the case of any private citizen. 

Visible gold on January 1, 1899 : 

In United States Treasury $246, 973, 000 

In national banks 266, 464, 000 

In State banks, trust companies, etc. (estimated) 266, 000, 000 

Total commercial gold 779, 437, 000 

fThis provision is designed to bring legal-tender notes into the 
Treasury for redemption. 
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ting aside of gold and then held by them, or oftoner, he shall call in, 
redeem, and cancel such greenbacks so held that are in excess of the 
total amount of such notes issued to banking associations and held by 
them, previous to the setting aside of gold, and in amounts of one hun- 
dred dollars or any multiple thereofl He shall first reduce the amount 
of such greenbacks to those associations which hold the largest amount 
of greenbacks in proportion to their capital, if requested by them so to 
do, and until the holdings of such greenbacks by all associations have 
been reduced to the sum required to be taken out by them; and he 
may require any association to increase its holdings of greenbacks in 
sums of one hundred dollars or any multiple thereof when the increase 
of its capital makes its holdings of greenbacks less in percentage than 
is required by this Act Thereafter the taking out and the holdings of 
greenbacks by any association shall be reduc^ so as to keep the total 
amount of greenbacks held by the aggregate of all associations as near 
as may be at the aggregate amount of greenbacks so hdd by all asso- 
ciations at the time of the setting aside of gold herein mentioned. 

Two years from the day of the setting aside of the gold in the Treas- 
ury to redeem certain legal-tender notes any gold so set aside then 
remaining shall be free money in the Treasury. 

Sec 5. That upon the expiration of the corporate term of any asso- 
ciation, if its corporate existence is not extended by the Comptroller 
of the Currency, or upon the insolvency of an association, or by the 
order or with the consent of the Comptroller, approved by the Secre- 
tary of the Treasury, the Treasurer shall redeem the greenbacks issued 
to the association, out of any moneys in the Treasury not otherwise 
appropriated. 

Any association may reduce its currency by surrendering it for de- 
struction to the Comptroller of the Currency, who shall destroy the 
currency so surrendered in the manner prescribed by law. The liabil- 
ity of any association for its currency shall neither be canceled nor 
reduced in any other manner. 

Seo. 6. That each association shall keep good with the Treasurer of 
the United States and he shall at all times keep and have on deposit 
in the Treasury of the United States, in lawful money, except as here- 
initifter provided, for the current redemption fund of each association 
during its solvency, a sum equal to the five per centum before men- 
tioned of the greenbacks and average outstanding currency of the asso- 
ciation, to be held and used for the current redemption of its green- 
backs and currency; and no part of such redemption fund shall be 
counted as a part of the reserve of any bank; and when the notes of 
any association, assorted or unassorted, shall be presented for such 
redemption to the Treasurer of the United States, in sums of five hun- 
dred dollars, or any multiple thereof, or in sums equaling not less than 
one per centum of the total circulation of any association having less 
than fifty thousand dollars in greenbacks and currency, the same shall 
be redeemed. 

Each association shall redeem in lawfal money its greenbacks and 
currency at its own banking house and at an agency approved by the 
Comptroller in some reserve city. 

The right to confer the duties and responsibilities of executing the 
provisions of this Act, or any part thereof relating to the current 
redemption frind or the redemption of greenbacks and currency upon 
any reserve bank or other suitable agent, under such regulations as he 
may deem safe and proper, and to deposit any part of the current 
redemption frind or funds in any place he may deem proper, with the 
approval of the Secretary of the Treasury, is hereby conferred upon the 
iSreasurer of the United States. 
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Seo. 7. That from and after thirty days from the setting aside of gold 
by the Treasurer of the TTnited States to redeem and cancel certain 
legal-tender notes as aforesaid the cash reserve required by law to be 
kept by banking associations shall be kept as near as may be in equal 
parts in greenbacks of other associations in silver coin and in gold coin 
of the United States. 

Each banking association may keep its coin and its bonds in such 
place and under such circumstances as the Comptroller of the Currency 
may approve, but the gold coin required to be kept in the cash reserve 
by each association shall be kept in a clearing house organized under 
this act. 

Any association that fails to so keep, use, and pay out its silver coin, 
gold coin, greenbacks, and currency as to keep each one and all four 
kinds of money at a parity each with all the others from and after the 
setting aside of gold herein mentioned shall be deemed to have failed to 
pay on demand in coin or in United States legal-tender notes issued 
to other associations its greenbacks and currency. 

No association shall plead in defense, in any action brought against 
it, that any greenback or currency note signed by its officers and paid 
out by it is a United States legal-tender note. 

Sec. 8. That hereafter no certificates shall be issued or reissued by 
the Treasury of the United States upon the deposit of gold coin, silver 
coin, or any other money, and that all existing coin certificates and 
money certificates shall be canceled and destroyed upon being received 
into the Treasury, and the coin or money remaining xipon which they 
were issued shall be free coin or money in the Treasury; and no circu- 
lating note authorized under existing law shidl be issued or reissued to 
any banking association of a less denomination than three dollars,* and 
all such notes of less denomination than three dollars hereafter received 
for redemption shall be canceled when received in the Treasury, and 
like notes in blank of a larger denomination shall be returned in place 
of thwn; and no United States legal-tender notes, including Treasury 
notes, of a less denomination than three doUars shall be hereafter 
issued or reissued, but those of a larger denomination shall be issued 
or reissued in place of them. 

Sec. 9. That there is hereby constituted and apx)ointed a board of 
advisers to the Comptroller of the Currency, consisting of seven experts, 
to consult and advise with the Comptroller upon methods of executing 
existing law concerning banking, and changes desirable therein, over 
which board the Comptroller of the Currency shall preside. 

The president of the chief reserve bank in San Francisco, New 
Orleans, and each of the other five chief reserve cities in the country, 
or such substitute as any one of them shall from time to time appoint, 
shall be a member of the board of advisers, which board shall meet 
once a year, or oftener if the Comptroller of the Currency or a majority 
of the board so determines, and at such time and place as the Comp- 
troller shall appoint. 

The recommendations of the board of advisers, or a synopsis thereof, 
and all votes, shall be entered in the records of the board. The deci- 
sion of the Secretary of the Treasury from time to time as to what 



« 



Treasury report, Febmary 28, 1898 : 

$1 notes in circulation $107, 730, 205 

$2 notes in circulation 31,144,000 

Total outstanding notes under $5 138,874,205 

$5 notes in circulation 273,971,710 
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person or persons are entitled to act as members of the board of advisers 
shall be finaL 

Any association aggrieved by any action taken in its case by the 
Comptroller of the Currency may appeal to the board of expert advisers, 
and the decision of sach board in such case by a yea and nay vote if no 
member votes in the negative, or when approved by the Secretary of 
the Treasury, shall be final. 

Seo. 10. That any five or more national banking associations are 
hereby authorized to unite in forming a clearing-house association. By 
adopting a constitution and by-laws not inconsistent with the provisions 
of this Act, the banking associations uniting to do so and certifying to 
the Comptroller of the Currency that fact shall in that act become a 
clearing-house association body corporate, upon such constitution and 
by-laws being approved in writing by the Comptroller of the Currency. 

An incorporated banking association may be admitted to membership 
in any clearing-house association incorporated under this Act; and the 
membership of any banking association of such clearing-house associa- 
tion may be terminated by any action of the clearing-house association 
approved by the Comptroller of the Currency. 

Any banking association may withdraw from any clearing-house 
association and any clearing-house association may withdraw from the 
national clearing-house association upon such conditions as the Comp- 
troller of the Treasury may approve. 

Each member of such clearing-house association shaU share in its fees 
and other income, and in its assessments, expenses, and losses in the 
proportion that the amount of its capital bears to the total amount of 
all the capital of all the associations composing the clearing-house 
association and as shown by the annual report of the Comptroller of 
the Currency last made previous to the apportionment of the same, 
when the items of its capital are given in such report. 

Each clearing-house association may make sales or loans to or buy or 
borrow from other clearing-house assoeiations, and banking associa- 
tions may make sales or loans to or buy or borrow from clearing-house 
associations. In all such buying, seUing, loaning and borrowing clearing- 
house and banking associations shall be exempt from the usury laws 
of the States in which they are located. 

Any clearing-house association organized under this Act may estab- 
lish a department lor the clearing of the greenbacks and currency of 
banking associations in the current redemption thereof. 

Any changes in the constitution or by-laws of any clearing-house 
association, to become valid, must be consistent with this Act and must 
be approved in writing by the Comptroller of the Currency, and the 
Comptroller may annul any part of the same at any time after a hearing 
thereon, with the concurrence of a majority of the board of advisers. 

Five or more clearing-house associations organized under this Act 
may form a national clearing-house association and any clearing house 
organized under this Act may be admitted to and remain a member of 
the national clearing-house association upon the same terms and condi- 
tions as those governing in the case of associations constituting clearing- 
house associations composed of banking associations, and the persons 
who constitute the board of advisers to the Comptroller of the Currency 
provided for in section nine of this Act, shall constitute the board of 
directors of the national clearing-house association: Provided^ however^ 
That national clearing bouse associations may make sales or loans to 
and may buy or borrow from clearing-house associations and may buy 
and sell such bonds as are necessary or desirable to the conduct of its 
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legitimate business to any amount and of any kind approved of by the 
Comptroller of the Currency, and may provide for the coin redemption 
of circulating notes of banking associations, and may take and issue, 
under the provisions of this Act, the greenbacks described in this Act, 
but in denominations of not less than one thousand dollars.* 

Any clearing-house association organized under this Act maybe desig- 
nated by the Secretary of the Treasury as a depository of public moneys, 
and may also be employed as a financial agent of the Government. 

Any clearing-house or banking association organized under this Act 
may, with the approval of the Secretary of the Treasury, deliver to the 
Treasurer of the United States or to any assistant treasurer of the 
United States, for safe-keeping, any kind of money or bonds, and 
receive such a statement of the fact of their being in the Treasury of 
the United States as the Secretary of the Treasury may approve. 

Clearing-house associations shall be subject to like examination by 
national-bank examiners as national-banking associations, and shall 
make such reports to the Comptroller of the Currency as he may 
request. 

The meeting together of any persons who are officers, agents, or 
employees of any five or more associations in any one or more places 
once in ten days or oftener for the purpose of exchanging, paying, or 
in any other way satisfying any obligations used in commerce among 
the several States by any two or more of such associations, shall con- 
stitute such associations represented in such meeting a clearing-house 
association for the purpose of the taxation herein imposed, and such 
associations represented shall be jointly and severally liable to pay, 
and shall pay, into the Treasury of the United States a tax in amount 
equal to one-fiftieth of one per centum oh the aggregate amount of all 
such exchanging, paying, or in any way satisfying such obligations, at 
each and every meeting of persons acting for such associations: Pro- 
videdj however^ That in case any such association pays one-half of the 
tax herein imposed on or before the day it is due and payable, the other 
half shall be, and is hereby, remitted: And provided further^ That the 
tax herein imposed on associations herein described shall be wholly 
remitted to each one and all associations that are members of clearing 
houses incorporated under this Act. 

Sec. 11. That the Comptroller of the Currency may issue to the 
National Clearing-House Association or other clearing-house associa- 
tion organized under this Act, or to any national-banking association, 
greenbacks to any amount approved of in writing by the Secretary of 
the Treasury, in addition to the amount of greenbacks hereinbefore 



* The financial and banking system of the United States, as of every 
other nation, must be built from the top down, having a great national 
bank with myriads of branches, as are those of Euroj)e, like European 
governments, or it must be built irom the bottom up. The independent 
individual bank, while retaining its independence, will be united with 
all other banks to form a democratic but strong and symmetrical sys- 
tem, as our institutions are built up from the individual. There is no 
escape from it. This section accomplishes that purpose. It makes a 
solid union of all the banks in the country into practically one bank, 
with all the advantages of a United States national bank, with 8,000 
branches, now State and national, leaving each bank as free as now 
and with none of the disadvantages of a United States national bank. 
It also gives to every country bank all the assistance and support it 
could receive were it a branch of a United States national bank. 



248 STRENGTHENING THE PUBLIC CREDIT, ETC. 

authorized : Provided, That the association appljring for such additional 
greenbacks shall deliver to the Treasurer of the United States or to 
any assistant treasurer bouds * in kind and amount acceptable to the 
Secretary of the Treasury, as security for such greenbacks, and shall 
pay interest on the amount of such greenbacks so issued at the rate of 
six per cent per annum, such interest on such greenbacks to be paid at 
such time and in such manner as the Comptroller of the Currency may 
determine; but no more in amount than ninety per cent of the par 
value of any bond shall be issued in such greenbacks, and no bonds 
other than bonds of the United States shall be accepted by the Secre- 
tary of the Treasury as security when there are three hundred millions 
or more of United States bonds outstanding. 

Any association depositing bonds and receiving greenbacks secured 
thereby may withdraw such bonds so deposited, after thirty days from 
the date of such deposit, upon paying the accumulated interest on the 
amount of greenbacks issued upon the dex)osits of such bonds and up 
to the date of their withdrawal, and in addition to such interest shall 
deposit with the Treasurer greenbacks or other lawful money to an 
amount equal to the greenbacks issued to the association as security 
for which the bonds were dex)osited; but no more than five per centum 
of the greenbacks issued to any association other than the one receiv- 
ing such greenbacks shall be accepted as a deposit for the withdrawal 
of such bonds. 

The money so deposited for the withdrawal of such bonds shall be 
immediately put in redemption, and the money received for it shall 
be kept as a special fund with which to redeem the amount of green- 
backs issued to the association ; and such greenbacks shall be redeemed, 
and when redeemed shall be destroyed to an amount equal to the green- 
backs issued to the association for the security of which the bonds here- 
inbefore mentioned were deposited. 

The Secretary of the Treasury shall publish once in seven days, or 
oftener, in the '^ Statement of the Qondition of the United States Treas- 
ury and the receipts and expenditures," a list of the securities and the 
amount of each kind accepted by him to secure greenbacks issued or 
prox)osed to be issued upon the deposit of bonds, or of bonds to secure 
any deposits of money made in any association. 

Seo. 12. That in order to enable the Secretary of the Treasury to 
carry into effect the provisions of the Act of January fourteenth, eighteen 
hundred and seventy-five, entitled "An Act to provide for the resump- 
tion of specie payments,'' and of this Act, the Secretary of the Treasury 
is hereby authorized to issue and sell from time to time, for the period 
of four years, bonds as described in the Act of July fourteenth, eighteen 
hundred and seventy, entitled "An Act to authorize the refunding of 
the national debt," such bonds to be payable at the pleasure of the 
United States after one year &om the date of their issue and upon the 

* United States bonds in national banks to secure circu- 
lation $227,484,000 

Other United States bonds in national 
banks $17, 676, 925 

Other bonds held by national banks (esti- 
mated) 126,000,000 

Total bonds held in 1896 142, 676, 960 

The total securities, aside from United States bonds, 
held by national banks, most of which are bonds 148, 669, 960 
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expiration of three years, or bonds payable after three years and npon 
the expiration of seven years, or bonds dne on a certain day within 
three years from the date of snch bonds, as the Secretary of the Treas- 
ury may elect, such bonds to bear interest at a rate not exceeding three 
per centum per annnm. 

Seo. 13. That when the amount of the daily total reserve held by any 
national banking association averages to be less for any month than 
the amount required, it shall pay into the Treasury of the United States 
a tax at the rate of six per centum per annum on the amount of the 
average deficiency for that month in such reserve. 

Whenever any association fails to i>ay on demand in silver or gold 
coin or in United States legal tender notes issued to other associations 
the greenbacks and currency signed by its officers and paid out by it, 
it shall be subject to and shall pay an additional tax, at the rate of one 
per centum per annum, on a sum equal to the average amount of the 
individual deposits in such association during such failure and until 
such payment is resumed: Provided^ That in case any association pays 
one-half the tax herein imposed on or before the day it is due and pay- 
able the other half shall be and is hereby remitted. And whenever it 
shall appear to the satisfaction of the Comptroller of the Currency that 
any one of the four kinds of money, namely, currency, greenbacks, silver 
coin, or gold coin, of the United States is at a premium in any one of 
the central reserve cities in any other one or more of the other kinds 
of money herein named, it shall thereupon become his duty to declare 
and publish the same in the ^< Statement of the Condition of the United 
States Treasury and its Eeceipts and Expenditures," and snch publica- 
tion shall be held to be conclusive evidence that all the associations of 
deposit, loan, and discount as herein described in the United States 
have failed to pay on demand in silver or gold coin of the United 
States their greenbacks and currency, and the tax herein imposed for 
such failure shall be due and payable from each of such associations 
from and after the day the notice of such failure is published by the 
Comptroller of the Currency in the "Statement of the Condition of the 
United States l^easury and its Eeceipts and Expenditures," and so long 
as such failure continues, and until the day the Comptroller of the Cur- 
rency gives notice in like manner that such failure no longer continues. 

In sedition to all other taxes imposed in this Act, each association 
organized under it shall pay into the Treasury of the United States a 
tax in each year, as the Secretary of the Treasury shall from time to 
time prescribe, equivalent to not less than one-fifth nor more than one 
per centum per annum* on the average amount of currency issued to it 

♦Four-fifths of the present paper-money circulation would be 
$800,000,000; one-half of 1 per cent per annum on the currency would 
yield $4,000,000 per annum. The losses on the circulation to the United 
States Treasury on notes of insolvent banks, as shown by thirty-two 
years' experience under the existing banking laws, were not $16,000,000 
during the whole thirty- two years of the existence of the national banking 
system, about $500,000 per annum, had the national banks issued their 
notes under the provisions of this bill. The Government estimate for 
the bills lost and worn out past redemption, and to the advantage of 
the United States Treasury, is two-fifths of 1 per cent per annum on all 
circulation. Excluding the $1 and $2 bills, the loss might not be more 
than one-half, and the gain to the United States at one-fifth of 1 per 
cent on the $800,000,000 would be $1,600,000. 

For the last five years the 1 per cent tax now collected on circulation 
has averaged $19582,443. The banks are now in effect carrying without 
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and in circnlatiou and for the purpose of covering any loss which the 
Treasary may otherwise sustain by reason of the insolvency of any asso- 
ciation to which currency was issued under this Act : Providedy how&verj 
That such tax shall not be levied to exceed one-fifth of one per centum 
per annum at a time when the total amount of all moneys paid into the 
Treasury under the tax imposed in this clause exceeds by eight million 
dollars the total net amount paid out of the Treasary in redemption of 
the currency of insolvent associations in cases where the assets of such 
associations were not sufficient to pay such notes or sufficient to recoup 
the Treasurer of the United States for the payment by him of such notes. 
A tax equal in amount to one fifth of one per centum per annum is 
hereby imposed on the average amount of the individual deposits sub- 
ject to payment by check or draft or like instrument, whether payable 
on demand or at some future time, that are in each incorporated bank- 
ing association, trust company, insurance company, loan association, 
or other corporation doing a deposit and loan and discount business, by 
discountiiig and negotiating promissory notes, drafts, bills of exchange, 
and other evidences of debt; by receiving deposits; by buying and 
selling exchange, coin, and bullion; by loaning money on personal 
security, when any part of the obligations bought or received or sold or 
issued by it are used in whole or in part in commerce among the several 
States: ^1) Provided^ That in case any association pays one-half the 
tax herein imposed on or before the day it is due and payable the other 
half shall be and is hereby remitted: (2) And provided further^ That 
any association is hereby authorized to deposit in the Treasury of the 
United States an amount of lawful money equal to not less than twelve 
and one-half per centum of the amount of its capital, and to receive 
legal-tender notes of the United States to the amount of such deposit. 
Such notes issued to it shall have a circulating note of such associa- 
tion printed on the reverse side, which note, when the note of the asso- 
ciation printed on the reverse side is signed by the proper officers of 
the association, shall be known as a greenback, and may be paid out 
by it, but under the same liabilities, obligations, and restrictions as to 
redeeming such greenbacks in silver or gold coin or United States legal- 
tender notes, and of keeping such greenbacks at a par with the silver 
coin and the gold coin of the United States, as are imposed upon 
national banking associations when like notes are issued to national 
banking associations : * Provided^ however ^ That the securing such notes 

interest every dollar of the $1,000,000,000 paper money in circnlatiou. 
The saving in interest to the people under this bill is estimated at from 
$36,000,000 to $50,000,000 per annum, ultimately making that much sav- 
ing per annum in lower rates of interest on the loans made to the people. 
Besides these items, J. S. McOoy, Government actuary, estimates the 
loss to the people in interest on the gold carried in the United States 
Treasury irom 1879 to 1895 at $144,241,556. It will be more, rather than 
less, in the next twenty-five years under the present system. 

• Cash reserve required in 1897 $287,742,000 

Cash reserve held in 1897 388,883,000 

Including State banks the cash reserve held could not be 
less than 563,000,000 

Holding the cash reserve one-third in silver would equal $186,000,000, 
and one-third in gold would equal $186,000,000, one- third in greenbacks, 
$186,000,000; total, $563,000,000; so that the substitution of silver dol- 
lars for the $1 and $2 notes added to the $186,000,000 of silver dollars 
held in banks in the reserve fund would increase the actual coin silver 
dollar in constant use by $325,000,000. 
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by any association other than national banking associations shaU con- 
fer upon it no authority to issue any other circulating notes. In case 
any association takes out circulating notes, as provided in this section 
and named greenbacks in this Act, the tax imposed on such association 
in this section shall be wholly remitted; but in case such notes are 
taken out and such tax is remitted such association shall keep such 
record and make such reports to the Comptroller of the Currency and 
submit to* such examinations by national-bank examiners as are now 
or may hereafter be required of national banking associations. 

Each deposit of money or funds made by any individual or by any 
association in any other association however organized doing the 
banking business defined in this section upon which the association 
reoeiving such deposit pays or agrees to pay any money or interest 
shall not be subject to withdrawal excepting on a day named in a 
notice given in writing to such association, and not less than thirty 
days before such withdrawal : Provided^ That this section shall not 
apply to the total amount of all moneys or funds deposited within the 
seven days next preceding such notice, or to moneys or funds that 
banking associations are required to keep and are allowed to keep in 
other associations as a part of their reserve. 

This section of this Act shall take effect on the first day of the first 
calendar quarter next succeeding the four months next succeeding the 
day of the approval of this Act. 

Sec 14. That all taxes imposed by this act shall be due and payable 
semiannually on the first day of April and the first day of October in 
each year. Any clearing-house association, when requested so to do by 
any banking association, and with the approval of the Comptroller of 
the Currency, may assume and may pay any tax imposed on such asso- 
ciation by this Act. 

AJl moneys received under this Act unless otherwise provided shall 
be covered into the Treasury as a miscellaneous receipt. The Treasurer 
shall keep an account of all moneys paid into the Treasury or paid out 
by him under each of the several sections of this Act and include a 
statement of the same in his annual report. 

Sec 15. That upon the insolvency of any association, or whenever, 
in the opinion of the Comptroller of the Currency, the complete redemx)- 
tion and retirement of the currency issued to and retained by any 
national banking association is then necessary for the protection of the 
United States T&easury or of the holders of such currency, the Comp- 
troller may take possession of all the assets of such association, which 
assets shall be held to include the liability to assessment of all stock- 
holders, and appoint a receiver, who is hereby authorized, under the 
direction and control of the Comptroller of the Currency, to create and 
deliver to the Treasurer of the United States a fund equal in amount 
to such currency; and the receiver, under the direction of the Comp- 
troller of the Currency, is hereby authorized to sell the whole or any 
part of the property of such association, or to pledge the whole or any 
part of its property or assets, at any time, as security for any loan he 
may elect to make in order to create such fund; and if there shall be 
any assets remaining after the above-mentioned fund is created the 
Comptroller of the Currency shall then proceed in like manner to create 
and deliver to the Treasurer of the United States a fund equal in 
amount to the aggregate of all deposits of moneys made in the associa- 
tion either directly or indirectly by the United States Treasurer, includ- 
ing those of any and all officers or agents of the United States Govern- 
ment; and the receiver, after the completion of such fund or funds or 
as much thereof as can be realized from tiie assets, and not before, shall 
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administer the remaining assets, if there be any, for the benefit of 
creditors and shareholders of the association; and the Oomptroller of 
the Currency shall have like power and authority, and shall proceed in 
the same manner in the case of cleariug-house associations organized 
under this Act. 

The five per centum reserved from the moneys deposited by the 
insolvent association for the current redemption of the greenbacks of 
such association shall be free moneys in the Treasury, and the five per 
centum on the currency taken out which was deposited for the current 
redemption of such currency shall be returned to the receiver of the 
insolvent association. 

The greenbacks and currency of an insolvent association shall be 
immediately redeemed and canceled by the Treasurer of the United 
States, out of any moneys in the Treasury not otherwise appropriated. 

Sec 16. That the Comptroller may at all times know the condition 
of each national banking association, each association shall make such 
record at the close of each day as the Comptroller shall request, in a 
book kept for that purpose, which record shall show the total amount 
of its currency paid out and in circulation, and the amount of cur- 
rency received from redemption agents, and its total individual deposit 
account, and its total reserve account, as shown by its books at the 
close of each business day, and of what the reserve consisted, which 
daily record of deposits, reserve, and currency, and other matter 
requested by the Comptroller, shall be made up in duplicate for each 
month, and two copies or reports thereof transmitted to the Comp- 
troller of the Currency on or before the tenth day of the following 
month. 

Before making the record for the day, as required by the Comptroller, 
every transaction of that day pertaining thereto shall be duly entered 
in the books of the association. 

The records and reports herein provided for, and any other facts and 
data he may request of associations or any director or ofiicer thereof, 
shall be in such form as the Comptroller may direct. 

National-bank examiners shall be held to be employees in the office 
of the Comptroller of the Currency while examining associations whose 
business is covered by this Act, and their fees for such examinations 
shall be paid out of the appropriation for the Bureau of the Currency. 

The operation of so much of all laws or parts of laws as are in con- 
flict with this Act is hereby suspended. 

KoTB. — ^The "visible gold'' — gold in banks and in theTTnited States 
Treasury — ^is reported by the Comptroller, on page 22, Report of 1896, 
to be $421,236,388. January 1, 1899, visible gold amounted to about 
$800,000,000. 



APPENDIX. 



INDEPENDENT TREASURIES* 



Boston, Mass $38, 910 

New York, KY 196,360 

Chicago, lU 37,420 

San Francisco, Oal 27, 120 

New Orleans, La 20, 490 

St. Louis, Mo 22, 460 

Cincinnati, Ohio 18, 760 

Washington, D. 

Baltimore, Md 38, 910 

Philadelphia, Pa 42,340 

Total expenses 442, 770 



SBSEBYE OITIES. 



Boston, Mass. 
New York, N. Y. 
Brooklyn, N. Y. 
Albany, N. Y. 
Cleveland, Ohio. 
Detroit, Mich. 
Chicago, m. 
Milwaukee, Wis. 
Des Moines, Iowa. 
St. Paul, Minn. 
Minneapolis, Minn* 
Omaha, Nebr. 
Lincoln, Nebi; 



San Francisco, OaL 
St. Joseph, Mo. 
Kansas City, Mo. 
St. Louis, Mo. 
New Orleans, La. 
Houston, Tex. 
Savannah, Oa. 
Louisville, Ky. 
Cincinnati, Ohio. 
Washington, D. 0. 
Baltimore, Md. 
Philadelphia, Pa. 
Pittsburg, Pa. 
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A comparison of the HillFowler billf H. 22. 10289 j 



Pag«. Lin*. 



irO PBOYISION MADE FOB TRANSITION PERIOB. 



'So provision made for the assistance of men trained in the 
business — in transacting the business of banking for 
75,000,000 people, and soon to be 200,000,000. 

Ko provision made for an appeal from the decision of the 
Oomptroller in any case. 



NON-INCORPORATBD CLBARING HOUSES. 

17 18 to 22 Oonntry divided into clearing-house districts by the 

Oomptroller when clearing houses have no legal exist- 
ence. (How many.) 

17 -23 to 25 Olearing-house district printed on currency notes issued 

in it. 

18 Ito 4 Clearing house city f 

18 2 to 4 Currency notes must be currently redeemed in some bank- 

ing association in a clearing-house city in its clearing- 
house district. 

19 4 to 9 Banking associations must provide for the ^^ current 

redemption " of its currency notes in every clearing-house 
district in which its notes are paid out over the counter 
of banks. 
Ko issue of emergency ^Hegal-tender notes" or other 
emergency ** money'' provided for. 



WALKER BILL, H. R. 10333. 257 

with the WalJcer billy H. B. 10333^ by subjects, 

DURING TRANSITIOM. 
Page. Line. 

3 8 to 11 Banks may take greenbacks to 50 per cent of capital. 

3 22 to 25 The taking out of currency restricted to an amount equal 

4 1 to 4 to the greenbacks taken. 

6 2 to 8 Transition is completed [when $200,000,000 United States 

notes are assumed by banks and] when the Treasurer 
sets aside certain gold in the Treasury to redeem and 
cancel the balance of the outstanding United States 
notes [viz, $146,000,0001. 

9 21 to 24 After thirty days from the completion of the transition 

10 1 to 3 the required " cash reserve'' of banks to be kept, as near 

as may be, one-third each, in gold coin, silver coin, and 
greenbacks. 

COMPTROLLER OP THE CURRENCY THE EQUIVALENT OP THE PRESI- 
DENT, AND THE BOARD OP ADVISERS TO SEVEN DIRECTORS OP 
THE GENERAL BANKING BUSINESS OP THE COUNTRY, AS ONE BANK. 

BOARD OF SEVEN ADVISERS. 

11 12 to 17 To Comptroller of the Currency. 

11 18 to 22 Members are the president of the chief reserve bank in 

New Orleans, president of chief reserve bank in San 
Francisco, and the presidents of the chief reserve banks 
in the other five chief reserve cities. 

12 1 to 3 Are to meet annually or upon the call of the Comptroller 

or upon its own motion. 
12 4 to 8 To keep a record of its doings. 

In case of doubt as to what persons are to act on the 
board the Secretary of the Treasury is to decide. 
12 9 to 14 Parties aggrieved at any action of the Comptroller may 

appeal to the board of advisers. 
Unanimous decision final. 

Ill case a minority dissents the decision of the Secretary 
of the Treasury final. 
14 5 to 10 May annul by a majority vote any action of the Comp- 
troller proposing to change any by-law of a clearing 
house. 



INCORPORATED CLEARING HOUSES. 

FIVE OB MORE ASSOCIATIONS MAY FORM A OLEARINa 

HOUSE. 

12 16 to 22 The act of "approving the by-laws'^ by the Comptroller 

constitutes the banks associated to adopt them a *^ body 
corporate.'' 

12 23, 24 Any banking association may be admitted a member. 

13 1 CO 4 May exclude any association with approval of Comptroller. 
13 5 to 9 Any association may withdraw with approval of Comp- 
troller. 

13 10 to 17 Profits and loss to be shared by the associations making 

up the clearing house, in the proportion that the capital 
of each bank is to the total capital of all members. 

B&o 17 
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ISSUE AND REDEMPTION DEPARTMENT. 

2 23 to 25 To Issae and Bedemption Department ^^is committed ALL 
8 1 to 12 FUN0TI0N8 of the Treasury Department'' (excepting 

receiving moneys due the Treasury Department fix)m 
debtors, and making to creditors the disbursements 
provided for by law). 

SHALL HOLD all "Guarantee'' and "Bedemption" 
funds for circulating notes. 

Through it shall be conducted the operation of redeeming 
the "circulating notes" of all associations. 

Shall be transferred to it all gold coin and bullion, silver 
bullion, silver coin and United States notes held against 
"certificates," and the "FUNDS" for the redemption 
of "OIBOULATING NOTES" and the funds for the 
retirement of circulating notes. 
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Page. Line. 

13 18 to 21 May bay, borrow, sell, or loan to other clearing houses or 

banks. 

13 22 to 24 Usury laws not to apply to transactions of clearing houses. 

14 1 to 4 May estabUsh a department to "OUERBNTLY RE- 

DEEM " the greenbacks and currency of banks. 

14 11 to 17 Five or more clearing houses may form a national clearing 

house. 
All provisions relating to banks in their relation to clear- 
ing houses shall apply to clearing houses in their rela- 
tion to the national clearing house. 

14 18 to 22 National clearing house may deal in any bonds approved 

of by the Comptroller. 

14 23 Mayprovidefor the "current redemption" of " circulating 

notes." 

15 1, 2 May take out emergency greenbacks in denominations of 

not less than $1,000, secured by United States bonds. 

Section 11. 
15 3 to 6 May be designated as fiscal agents of the Government and 

as depositories of public moneys. 
15 7 to 14 May keep their bonds and moneys with the United States 

Treasurer or any assistant treasurer with the approval 

of the Secretary of the Treasury. 
15 15 to 18 Shall be subject to like examination by national-bank 

examiners as banks, and to make such reports as the 

OomptroUer may request. 

15 19 The meeting together of the employees of banking asso- 

16 1 to 20 ciations to make "clearings" shall constitute the banks 

employing such persons a " clearing house," and make 
the banks they represent liable to a tax of one-tenth of 
1 per cent on all clearings unless they submit their by- 
laws for the approval of the OomptroUer and become a 
"body corporate." 

17 17 to 21 Emergency legal- tender greenbacks taken by clearing 

18 Ito 7 houses or banks may be surrendered and the bonds 

recovered, or any other greenback may be deposited to 
the amount of the greenbacks taken out, plus the accumu- 
lated interest, and the bonds recovered. 



So much of the duties named as are necessary are devolved 
on Secretary of the Treasury, the Treasurer of the United 
States or on the OomptroUer of the Ourrency. 
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Page. Line. 

3 13 &14 Such an amoant of ^^ subsidiary and minor coins" as the 

Secretary of the Treasury considers necessary for "the 
issue and exchange of such coins." 

3 17 to 19 Accounts of Issue and Ked^mption Department " SHALL 

be kept entirely apart and distinct from the other divi- 
sions of the Treasury Department." 

3 23 to 25 Eeserve fund SHALL be established in Issue and Be- 

4 1 to 6 demption Department of 25 per cent of 

$346 mil. n. S. Notes. 

104 mU. 
Gold, 

460,000,000 = $112,500,000 

and 5 per cent of 
$600,000,000 silver = 25,000,000 

Total $137,500,000 

4 7 to 10 $137,500,000 gold shall be held as a "common fund" and 

used exclusively to " redeem United States notes. Treas- 
ury notes, silver dollars and subsidiary and minor coins." 
(See page 3, lines 13 and 14.) 

4 11 to 26 Gets its funds at the option of the Secretary of the Treas- 

5 1 to 13 ury. 

6 Sec. 6. TEN mandatory directions for doing its business. 

6 24&25 SHALL "cancel" such amounts of notes "redeemed in 

7 Ito 4 gold" "as SHALL NOT EXCEED tbe NATIONAL 

EESERVE NOTES ISSUED SUBSEQUENT TO 
THE TAKING EFFECT OF THIS ACT." 



THRBE COMPTROLLBRS OP THB CURRBNCT, AT A COST OP (Sa,00O. 

Duties prescribed. 

First Comptroller a sort of "Assistant Treasurer.^ 
All action dependent on the Secretary of Treasury. 
Page 7, line 7. 
1 6 to 11 Comptrollers do duty of present Comptroller. 
Manage Issue and Eedemption Department. 

1 12 Present office of Comptroller abolished. 

2 1 & 2 Comptrollers appointed by President and Senate. 
2 3 & 4 Comptrollers removed by President aud Senate. 

2 4 to 9 Appointed for 4, 8, 12 years; then for 12-year terms. 

2 10 & 11 In a Comptrollers last four years he is to be First Comp- 
troller. 

2 12 to 18 First Comptroller, practically Assistant Treasurer, has cus- 
tody of all funds. To give $250,000 bond. 
12 6 to 14 To prepare three kinds of "circulating notes,'' etc. 

14 6 to 13 After four years MAY reduce deposit of United States 

bonds. 
After eight years no bonds shall be required. 

15 9 to 14 When no more United States notes are available as a basis 

for " CIRCULATING NOTES '^ THE deposit of such 
notes SHALL no longer be required (see page 16, lines 
10 to 14), but the deposit of " gold coin ^ for them may 
be required. 

15 15 to 18 May issue reserve notes upon the deposit of gold coin. 

16 10 to 14 
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Page. Line. 



PRESENT COMPTROLLER OP THE CURRENCY AT PRESENT COST OP 

3 22 to 26 SHALL issue « OTTRRBNOY '^ only to the amount of 

4 1 to 4 greenbacks taken during transition. 

4 6 to 11 Thereafter he SHALL issue " OUERBNOY ^ to each bank 

not less in amount than its ^^ greenbacks " and not less 
than 25 per cent in excess of its average circulation of 
" currency '' during the two years next preceding, and 
MAY issue to the full amount of actual capital. 

5 3 to 6 May print currency or greenbacks in anticipation of use. 
8 5 to 11 May extend corporate limit of associations. 

May allow banks to reduce their greenbacks to required 
amount, with approval of Secretary of the Treasury. 
8 12 to 17 Shall destroy currency surrendered to him. 

10 4 to 6 May allow associations to keep their bonds and coin in any 

suitable place. 

11 12 to 17 Board of advisers to. 

12 1 to 3 May call a meeting of board of advisers at any time or 

place. 
12 9 to 14 An appeal may be taken from all decisions of the Comp- 
troller to the board of advisers. 

12 15 to 22 By-laws of clearing houses must be approved by comp- 

troller. 

13 1 to 4 Clearing houses can not expel an association without the 

approval of the Comptroller. 
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Page. Line. 

15 19 to 25 When no more '' reserve notes" are available, the taking 

out of " reserve notes " shall be no longer required. 
When " reserve notes ^ are " no longer available," bank- 
ing associations can issue ^^ currency notes " under the 
restriction of page 11, lines 10 to 24, and page 14, lines 
18 to 21. 

16 1 to 5 Gives unlimited power to withdraw from circulation 

"reserve notes " down first to 40 per cent to capital and 
finally using all the gold reserve, etc. (forcing the hands 
of the Secretary of the Treasury). 
16 6 to 8 Thereafter the Comptroller shall equitably " withdraw " 

" reserve notes." 

16 24 & 25 Beserve notes withdrawn and canceled by the use of sur- 

plus revenue shall not be reissued (when " reserve notes " 
' are withdrawn by the use of surplus revenue, no increase 
of such notes can thereafter be made). 

17 5 to 12 May reduce " currency notes " of banks by depositing, etc., 

with the Assistant Treasurer. (Where is the "Assistant 
Treasurer" provided for?) 
17 12 to 17 May reimburse banks for surplus of "bank notes," 

" REDEMPTION FUNDS," or " currency - note " 
" GUARANTEE FUND " above amount required to be 
held against " circulation." 

17 18 to 25 To divide the United States into redemption districts for 

redemption of " currency notes." 

18 19 to 25 In case of failure to redeem in " gold coin," they to imme- 

19 1 to 21 diatefy put association into insolvency. 

20 13 to 23 Shall assess each bank not exceeding 1 per cent on their 

" currency notes " in circulation to guarantee all " cur- 
rency notes." 

20 24 & 25 (See page 4, lines 7 to 10.) May invest " gold guarantee 

fund " in " United States obligations " at " not exceed- 
ing 6 per cent premium " ( !) for benefit of the " find." 

21 20 to 23 MAY provide for redemption of "reserve" and "bank" 

notes at subtreasuries. 

22 12 to 23 When the circulating notes of any bank shall be presented 

for redemption in sums of $1,000, made up of reserve 
notes, bank notes, and currency notes, or any one of 
them, at the Treasury or subtreasury, the same shall be 
redeemed in gold coin. 

24 1 to 61 ^^^^^ ^ report to the Comptroller. 

One-fourth of 1 per cent per annum tax on franchise, less 
one-half per cent premium paid on reserve notes taken 
out, to support Department of Comptroller of the Cur- 
rency. 

26 12 to 15 May permit banks to establish "branches." 
28 4 to 11 May get reports provided in Walker bill. (Very clumsy 

phraseology.) 

28 20 to 25 May permit national banks to organize under the act. 

29 15 to 24 May permit State banks to organize under the act. 

81 8 to 11 May prepare " circulating notos " in anticipation of delivery 

to banks. 



24 14 to 25 

25 Ito 31 
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Page. Line. 

14 5 to 10 Ohanges of by-laws of clearing houses to be valid mnst 

have the approval of the Comptroller. 
May annul any clearinghonse by- law with the concurrence 
of a majori^ of the board of advisers. 

16 21 to 24 May issue to clearing houses, or banks, emergency green- 
banks secured by bonds in denominations not less than 
$1,000 to the amount of W per cent of such bonds, 
interest to be paid on such greenbacks by the associa- 
tion taking them, at the rate of 6 per cent per annum. 

20 6 to 24 To decide when banks are to be taxed on their deposits 

for failure to maintain parity, and on the beginning and 

21 1 ending of the period of taxation. 

25 7 to 23 May take possession of the assets of unsound banks and — 

First. Create a fund to secure the payment of " currency 
notes." 

25 24 Second. Create a fund to secure the payment of " Gov- 

26 1 to 14 emment deposits.'' 

27 1 to 21 To have monthly reports of the daily condition of banks, 

and such other reports as he may request. 
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Page. Line. 



A strictly " bank note,'' called « NATIOFAL-EESBRVB 
KOTE," is substituted for United States notes and 
declared <^ legal tender." 
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Page. Line. 

1200,000,000 UNITED STATES NOTES PRESERVED AS GREENBACKS. 

2 4 to 10 Deposit " lawful money ^ for. 

2 21 to 25 Deposit United States notes, Treasury notes, coin or coin 

3 1 to 7 certificates equal to 12^ per cent of actual capital for new 

issue of "UmTBD STATES -LEGAL TENDER 

NOTES.^ 
3 12 to 15 They are made the << promise to pay" of the bank, by 

the signatures of its officers. 
3 20 to 21 IfTame of United States legal-tender note, plus currency 

note, is '' greenback." 
5 14 to 18 Five per cent current redemption fund furnished by United 

States Treasurer as a common fund for ^< greenbacks" 

and " currency." 
7 7 to 11 Holdings to be reduced to 12^ per cent to capital to all 

associations from moneys paid for greenbacks after 

transition is effected. 
7 12 to 15 Amount of greenbacks held by a bank may be increased 

by the Treasurer to amount required. 

7 16 to 21 To be reduced below 12^ per cent to capital as banking 

capital increases so as to keep total amount uniform 
[viz., $200,000,0001. 

8 1 to 4 May be reduced by banks to the amount required with the 

and approval of the OomptroUer and the Secretary of the 
8 to 6 Treasury. 
8 5 to 11 Upon the expiration of corporate existence by insolvency, 

or by consent of Comptroller approved by Secretary of 
the Treasury, the Treasurer shall finally redeem green- 
backs. 

8 18 to 25 Each bank to keep good its proportion of the 5 per cent 

redemption fund fomished by the Treasurer. 

9 1 to 2 Current redemption fund can not be counted in the reserve 

of any bank. 
9 3 to 8 Sums of greenbacks and currency aggregating $500 or 1 

per cent to capital, of any association, to be redeemed. 
9 9 to 11 Shall redeem in " LAWFUL MOl^EY," its " greenbacks," 

and '^currency" at its own banking house and 
At an agency approved by the Comptroller, in some reserve 
city. 
10 7 to 13 Banks to maintain parity, or be in default. 

10 14 to 17 Can not plead in defense, when in default, that its own 

" greenbacks " are " United States notes." 

11 1 to 11 Not to be issued in denominations of less than $3. 

15 1 to 2 Emergency greenbacks secured by bonds in denominations 

16 21 to 24 of not less than $1,000 may be taken out by banks or 

17 lto21 clearinghouse. 

18 Ito 7 

26 15 to 17 Five per cent reserved for redemption fund to be free 

moneys in the Treasury in case of insolvency. 

26 22 to 25 In case of insolvency to be immediately redeemed by the 

Treasurer and canceled. 
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NATIONAL "RESERVB NOTES.'* 
Page. Lfne. 

8 16 to 25 Exchange of XJnited States notes (only) for <^ reserve 

notes.'' 
Bedeemable in " gold coin ^ 0!NTiY, 

9 20 to 24 May exchange United States notes for ^< reserve notes" 
10 1 to 7 eqnal to its paid-up capitaL 

12 15 to 20 To imitate the present United States legal-tender note 

and contain <^ promise of association" to redeem at 
office in gold coin. 

13 18 to 23 This bank note a <^fnll legal- tender" excepting for duties 

on imports and interest on the public debt. 
May be "used in reserves of any association." 

15 15 to 18 Deposits of gold coin instead of United States notes for 

16 10 to 14 them, but not in excess of reserve notes destroyed. 

15 19 to 25 Gomptrollers may dispense with their use. 

16 1 to 5 Withdraw holdings above 40 per cent to be first made. 
16 6 to 8 Thereafter such withdrawal SHALL be equitably made. 
16 8 & 9 Destroy all reserve notes "withdrawn." 

16 24 & 25 Once "surplus revenues" are used to cancel reserve notes, 

no more "reserve notes" can thereafter be issued. 

16 25 to 23 Surplus funds as "surplus revenue" (after United States 

notes and Treasury notes are destroyed) used to cancel 
"reserve notes." 

17 1 to 4 Beserve notes of any association deccoased shall not lessen 

the "circulating notes" any banking association would 
otherwise be entitled to. (See page 15, lines 18 to 25.) 

21 14 to 20 Shall keep in Issue and Redemption Department a "re- 

demption fund" in "gold coin equal to 5 per cent of its 
* reserve notes'" (and bank notes). 

19 2 to 4 In case of insolvency to be redeemed from the general 

"reserve" in Issue and Redemption Department. 

20 Ito 5 Upon redemption, in case of insolvency, shall be destroyed. 

22 12 to 23 1 ^^^^ ^ redeemable at " subtreasuries ". 

21 25 & 25 Shall be currently redeemed in gold coin in amounts of 

22 12 to 23 $1,000, including all circulating notes. 

23 6 to 8 (Old law) 5 per cent gold redemption fiind can be counted 

in reserve. 

24 21 to 24 Banks paid i per cent per annum premium for taking out 

reserve notes. 

28 12 to 19 The taking of "reserve notes " made compulsory. 

29 4 to 11 Banks shall be dissolved upon failure "to comply with any 

provision of this act." 



NATIONAL "BANK NOTES." 

9 1 to 3 Depositing United States bonds for " bank notes." 

9 9 to 11 Can secure "bank notes" plus "currency notes" to an 

and 18 amount equal to its " paid up capital." 
10 8& 9 May take "bank notes" equal to par of United States 
10 14 to 21 bonds deposited, and to amount of capital, page 9, line 

24, and page 11, line 17, but reduced by currency notes 
taken. 



1 
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Page. lilnai 



Has no corresponding note. 



Has no corresponding note. 
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Page. Line. 

11 5 to 9 If bonds depreciate below par, more bonds mnst be 

deposited. 

12 23 to 26 To imitate present " NATIONAL BANK NOTES.'' 

13 1 to 3 Contain promise of association to redeem at its office in 

gold coin or "reserve notes.'' 

14 1 & 2 } ^S*^ tender " between banks." 

14 3 to 5 Can not "count ITS OWN" bank notes or currency notes 

in its cash or "cash assets." 

17 Ito 4 Oanceling reserve notes of any bank by use of "surplus 

revenue" not to lessen " circulating notes" of such bank. 
(See page 14, lines 18 to 21.) 

17 5 to 12 Banks may reduce bank notes by depositing with the 

"ASSISTANT TREASURER" in charge of the Issue 
and Redemption Department a sum ]^ gold coin equal 
to the amount of the reduction desired, or by redeem- 
ing its notes in gold and sending them to the Comp- 
trollers of the Currency. 

21 14 to 20 Shall keep in Issue and Redemption Department a "re- 
demption fund" in gold coin equal to 5 per cent of its 
"bank notes." 

19 4 to 9 Bonds deposited to be sold to redeem bank notes in case 

of insolvency. 

20 1 to 5 Destroyed when redeemed, in case of insolvency. 

21 21 to ^3l 

22 13 to 231 ^^®®°^*^1>1® ^* Treasury or " subtreasuries " only. 

21 24 & 251 SHALL be ^^currently redeemed" in gold coin in sums of 

22 13 to 23j $1,000, made up of all kinds of circulating notes. 

23 6 to 8 (Old law) Its 5 per cent gold redemption fund can be 

"COUNTED IN ITS RESERVE." 



"CURRENCY NOTES." 

NOT SEOUBED BY THE GUABANTY OF THE aOVEBN- 

MENT. 

9 4 to 8 Bank assets liable for "currency notes." 
9 9 to 11 Can take out "currency notes" plus "bank notes" to an 
and 18 amount equal to its paid-up capital. 

11 10 to 24 Restrictions not to exceed "reserve notes" taken; not to 

exceed bank notes taken ; not to exceed 40 per cent to 
paid-up capital, but can take 20 per cent more, with 40 
per cent of bank notes, equals 100 per cent by paying 6 
X>er cent per annum tax on last 20 per cent. 

12 11 In denominations of $10, and multiples thereof for all cir- 

culating notes. 

13 4 to 9 Shall contain promise of association to redeem at its 

office in gold coin or "reserve notes." 

13 10 to 15 To state on its face issued under this act. 

17 18 to 22 To state on its face its clearing-house district. 
17 23 to 25 To state on its face the number of its clearing-house dis- 
trict. (How many clearing-house districts.) 

14 1 & 2 \^^S^ tender "between banks." 

14 3 to 5 Can not count its own "currency notes" in its cash assets. 
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"CURRENCY." 
SEOUBED BY THE GUARANTY OP THE GOVERNMENT. 

4 5 to 11 SHALL be issued to banks eqnal in amount to 25 per cent 

more than the corrency the bank averaged to have in 
circnlation during the two years next preceding (to be 
determined by amount of currency a tax was paid on), 
and the Comptroller may issue currency to a bank to the 
full amount of actual capital. 

4 12 to 15 Current redemption fund equal to 5 per cent of currency 

in actual circulation. 

4 16 to.18 A common redemption fund tor currency and greenbacks. 

4 19, 20 Lawful name "currency." 

5 1, 2 To have printed on it that it is to be finally redeemed by 

the Treasurer of the United States. 

6 3 to 5 Supply may be printed in advance of use. 

8 12 to 17 May be reduced only by being surrendered to Comptroller. 

8 18 to 25 Each bank to keep good its 5 per cent current redemption 

fiind on its currency and the 5 per cent redemption fund 
on greenbacks furnished by the Treasurer. 

9 ly 2 Current redemption fund can not be counted in the reserve 

of any bank. 
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Page. Iibie. 

17 Ito 5 Withdrawal for cancellation of "reserve notes ^ of any 

bank not to lessen <^ circulating notes" of sach bank. 

17 5 to 12 May reduce holding of "currency notes'' by depositing 

with the "Assistant Treasurer in charge of the Issue 
and Bedemption Department" a sum in gold coin equal 
to the amount of the reduction desired^ or by redeeming 
its notes in gold and sending them to the Comptroller 
of the Ourrency. (Where is the provision for an Assist- 
ant Treasurer!) 

17 18 to 25 Shall be "redeemed" in their respective districts. 

18 Ito 4 Shall be "currently redeemed" by some association in a 

clearing-house city of its own district. 

18 19 to 25 Failure to redeem any circulating notes in gold an act of 

19 1 to 25 insolvency, and bank is immediately put in liquidation. 

18 5 to 10 Can not be paid out "over the counter" of all banks out- 
side its district, unless there is a redemption agency in 
all redemption districts. 

18 11 to 18 Shall keep an amount in "gold coin" in the Issue and 
23 17 to 21 Bedemption Department as a "guarantee fiind" equal 

to 5 per cent of its currency notes "not returned to the 

Comptroller." 

18 19 to 26 "Ouarantee fund" used to redeem currency notes in case 

of insolvency. 

19 10 to 12 Surplus over amount received on sale of bonds over that 

necessary to pay "bank notes" to be applied to the 
redemption of "currency not.es" in case of insolvency. 

20 1 to 5 Destroyed when redeemed in case of insolvency. 

22 13 to 23 SHALL be currently redeemed in gold (as "circulating 

notes") at SUBTBBASUBIBS in sums of $1,000 for aU 
notes. (See page 21, lines 14 to 20.) 

23 6 to 8 Can not count its 5 per cent gold "guarantee" fund in its 
9 to 17 reserve. 

23 Six i)er cent tax per annum on "currency notes" exceed- 

ing 40 per cent to capital or plus bank notes exceeding 
80 per cent to capital. 

23 18 to 21 Tax on all the last 20 per cent of 60 per cent capital of 

currency notes to capital not returned to the Comptroller 
or "gold coin" deposited with Comptroller for their 
retirement. 

23 22 to 25 1 

24 1 to 6 n^^ ^^ currency notes collected each month. 

25 13 to 20 Deposit of gold coin required equal to its "currency 

notos" in circulation, in case of insolvency. 



"CIRCULATING NOTES." 
(USED FOURTEEN TIMES.) 

3 6 Means "reserve notes," "bank notes," and "currency 

notes." 

3 16 Means "reserve notes," "bank notes," and "currency 

notes." 

8 16 The words "circulating notes" defined as including "re- 

serve notes," " bank notes," and " currency notes." 



r 
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9 2 to 8 Sums of greenbacks and cnrrency aggregating $500, or 

aggregating 1 per cent to capital, of any association to 
be redeemed. 

9 9 to 11 Shall redeem in "LAWFUL MONEY'' its "greenbacks'' 

and currency at its own banking honse, and also at an 
agency appointed by the Comptroller in some "reserve 
city." 

10 14 to 17 Banks to maintain parity or be subject to penalty tax. 

11 1 to 11 Not to be issued in denominations less than $3. 

21 3 to 17 Taxed not more than one-fifbh of 1 per cent per annum 

when there is $8,000,000 in the Treasury, accumulated 
for this tax and in no case over 1 i)er cent per annum, at 
the discretion of the Secretary of the Treasury. 

26 18 to 21 The 5 per cent redemption fund to currency to be returned 

to associations in case of insolvency. 

26 22 to 25 In case of insolvency, currency to be immediately redeemed 

and canceled by United States Treasurer. 



"CIRCULATING NOTE." 
(USED FOUR TIMES.) 

3 4 Means " greenback." 

3 10 Means " greenback." 

9 6 Means " greenbacks" and "currency.'' 

14 23 Means " greenbacks " and " currency*" 
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9 2 Means ^< bank notes '' received upon deposit of United 

States bonds. 

10 19 Means ^^ bank notes " in circulation when the act shall be 

passed. 

12 10 Means ^^ reserve notes," <<bank notes," and ^< currency 

notes." 

14 20 Means ^^ reserve notes," ^<bank notes," and ^^carrency 

notes," 
(When bonds are withdrawn ^' bank notes " are necessarily 
retired by the amount of bonds withdrawn, as ^< bank 
notes " are described as bond-secured notes. (See page 
9, lines 1 to 3.) To keep up the amount of <^ circulating 
notes" the vacuum caused by the withdrawal of ^* bank 
notes" must be supplied, if at all, by taking out one- 
half " reserve notes " and one-half " currency notes," as 
provided in page IL, lines 10 to 24, subject to the pro- 
vision on page 17, lines 1 to 4.) 

17 S Means ^'bauk notes" and ^^ currency notes" which must 

supply the place of the withdrawn " reserve notes," one- 
half of each, as provided on page 11, lines 10 to 24, sub- 
ject to page 14, lines 18 to 21. 

16 12 Means "reserve notes,'^ "bank notes," and "currency 

notes" (and that the depositing of United States notes 
and the securing " reserve notes," as provided on page 
11, lines 10 to 24, is a " basis " or condition precedent to 
securing either " bank notes " or " currency notes," and 
continues for all time, excepting as modified on page 16, 
lines 15 to 25, and page 17, lines 1 to 4). 

17 3 Means "reserve notes," "bank notes," and "currency 

notes." 

17 17 Means "reserve notes," "bank notes," and "currency 

notes." 

18 24 Means "reserve notes," "bank notes," and "currency 

notes." 

21 17 Means the present bank notes secured by bonds. 

22 12 Means "reserve notes," "bank notes," and "currency 

notes." 
29 9 Means "reserve notes," "bank notes," and "currency 

notesi." 



SPECIAL FUNDS TO BB HBLD IN TREASURY. 

A BESEBVE FUND. 

A REDEMPTION FUND. 

A aUABANTEE FUND. 

2 23 to 25 Issue and Redemption Department "shall redeem the cir- 

3 1 to 12 circulating notes of banking associations," shall hold all 

"redemption funds" and all "guarantee funds" of banks. 

3 23 to 15 To the Issue and Bedemption Department shall be com- 

4 1 to 6 mitted $137,500,000 gold to redeem United States notes 

and Treasury notes. (Amount to be " kept" in this fund 
decided by the Secretary of the Treasury. Page i. lines 
11 to 18.) 
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SPECIAL FUNDS TO BE HELD IN TREASURY. 
ONLY A CURRENT REDEMPTION FUND. 

4 16 to 18 Equal to 6 per cent of currency, it averages to keep in cir- 

culation held as a common "current redemption fund'' 
for the current redemption of " greenbacks ^ and " cur- 
I rency." 

5 14 to 18 Equal to 5 per cent of greenbacks, held as a common " cur- 
^ rent redemption fund" for the current redemption of 

" greenbacks " and " currency.'' 

B & 18 
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17 12 to 17 Issae and Bedemption Departnieot may return to banks 

any excess in the Guarantee Fund or Bedemption Fnnds. 

21 6 to 13 Issae and Bedemption Department to add to Guarantee 

Fnnd and to Bedemption Fnnds all receipts from invest- 
ments of such fdnds and all taxes on circulation. (See 
page 17, lines 12 to 17.) 

21 14 to 20 Gives Issue and Bedemption Division a basis for estimating 

the redemption fund ofea4^h banlcj viz, equal to 6 per cent 
of " bank notes " and 6 'per cent of '* reserve notes." 



CANCBUNG UNITED STATBS NOTBS AND TRBASURY NOTES. 

6 24, 25 Issue and Bedemption Department shall cancel an amount 

7 1 to 4 of United States notes or Treasury notes, that gold coin 

has been exchanged for, as shall not exceed the amount 
of national ^' reserve notes '' issued subsequent to the 
taking effect of this act.* 

7 5 to 12 Secretary of the Treasury may in his discretion from any 

fund in the general Treasury not otherwise appropriated, 
transfer to the Department of Issue and Bedemption any 
United States notes or Treasury notes WHICH on such 
transfer COULD THEN LAWFULLY BE CAN- 
CELED * » » IF THEY HAD BEEN BE- 
DEEMED ON PBESENTATION; and when so 
transferred the same shall be canceled. 
10 6 to 7 United States notes received in Issue and Bedemption 

Department for "reserve notes'' shall be canceled as 
received. 

7 13 to 19 Whenever there may be United States notes including 

Treasury notes in the general Treasury NOT AVAIL- 
ABLE as " surplus revenue " they may be exchanged 
with the Department of Issue and Bedemption for " gold 
coin'' and such notes SHALL THEBEUPON BE 
CANCELED. 

7 20 to 24 United States notes including Treasury notes once re- 
deemed shall not be paid out except for gold. 

7 25 United States notes or Treasury notes accumulated in the 

8 1 to 7 Department of Issue and Bedemption may be invested 

by the SECBETABY OF THE TBEASUBY in inter- 
est-bearing obligations of the Government for the bene- 
fit of the gold reserve in the Department of Issue and 
Bedemption subject to sale by the SECBETABY OF 
THE TBEASUBY. 

* Paying ont gold coin in exchange for United States notes and 
Treasury notes is ^* redeeming them on presentation." 
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CANCELING OF UNITED STATES NOTES. 

5 6 to 14 95 per cent of moneys paid into the United States Treas- 
ury " for greenbacks " to be used to redeem and cancel 
a like amount of old issue of United States notes to a 
certain amount. 

5 19 to 24 After a certain amount of United States notes have been 

6 1 chauged into greenbacks fsay $200,000,000], the United 

States Treasurer to set aside certain gold in the Treasury 
equal in amount to the old issue of United States not^s 
then outstanding as a ^^ special fund^ to redeem and can- 
cel such notes— [viz, $146,000,000]. 
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SECRETARY OF THE TREASURY. 

3 13 to 14 Sabsidiary and minor coins (transferred to Issue and 

Eedemption Department) as ^< SHALL consider neces- 
sary," etc. (See 16 and 14.) 

4 11 to 18 SHALL maintain the (25 per cent and 5 per cent) gold 

reserve for United States notes and Treasury notes and 
silver dollars in the Issue and Eedemption Department 
"at such sum as shall secure the OERTAIIf Al^D 
IMMEDIATE EEDEMPTION OP ALL NOTES and 
all silver dollars," etc. 
May transfer to Issue and Eedemption Department ANY 
funds in the Treasury, not otherwise appropriated, in 
excess of $50,000,000. 
4 18, 19 SHALL reserve a $50,000,000 [PANIC FUND] in 

Treasury. 

4 20 to 25 May (shall) "ISSUE AND SELL FOE GOLD coin and 

5 1, 2 "EBDEEMABLE IN GOLD COIN" 3 PEE CENT 

ONE-YEAE— FIVE YEARS certificates to maintain 
the reserve in Issue and Eedemption Department. 
.5 3 to 7 Authorized to exchange gold coin with Issue and Eedemp- 
tion Department for United States notes or Treasury 
notes. 
5 7 to 13 Authorized to exchange with Issue and Eedemption 

Department one denomination of notes for other denom- 
inations, and one kind of notes for other kinds. 

7 5 to 25 * May transfer to Issue and Eedemption Department, 

8 Ito 7 from any unappropriated funds in **THE GENEEAL 

TEEASUEY," UNITED STATES OE TEBASUEY 
NOTES, WHICH, ON SUCH TBANSFEE, COULD 
THEN BE LAWFULLY CANCELED UNDEE THE 
ACT, IF THEY HAD BEEN EEDEEMED ON 
PRESENTATION, and THEY SHALL BE CAN- 
CELED. (Annul all restrictions other than reserve 
notes issued.) 
16 15 to 23 To use funds available as "surplus revenue" to transfer to 

Issue and Eedemption Department (to cancel United 
States notes, Treasury notes, or "reserve notes"). 



ComptroUers are made simply clerks. 
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SECRBTARY OP TH£ TRBASURT. 

3 16 to 19 May issue sach United States legal-tender notes as are 

prescribed in the bill. 

8 5 to 11 May approve of action of OomptroUer in allowing banks 

to reduce their holdings of <^ greenbacks.'' 

9 12 to 20 May approve deposits of <^ current redemption funds" in 

certain places, in the devolving the duties of ^'current 
redemption " upon reserve banks or other suitable agents. 

12 4 to 8 In case of doubt as to what persons can act on << Board of 

Advisers to the Comptroller," the Secretary of the Treas- 
ury to decide. 

12 9 to 14 In case of an appeal from the decision of the OomptroUer 

to the Board of Advisers, and the decision of the board 
is not unanimous, in such case the decision of the Sec- 
retary of the Treasury to be binding and final. 

14 23, 24 May designate clearing houses as fisciEd agents or deposi- 

tories of public moneys. 

15 7 to 14 May direct the Treasurer or any assistant treasurer of the 

United States to accept from banks for ''safe keeping" 
any kind of money or bonds. 

16 21 to 24 To approve action of Comptroller in issuing emergency 

17 1 to 16 greenbacks to clearing houses or banks 

Also J approve of the bonds deposited as security for such 
notes. 

18 16 to 22 To publish in the " STATEMENT OF THE OONDITIOIif 

OF THE UNITED STATES TREASURY AND ITS 
RECEIPTS AND EXPENDITURES" a list of securi- 
ties accepted to secure emergency greenbacks or deposit 
of public moneys. 

18 23 to 25 May issue and sell, "to carry into effect the provisions of 

the act of January 14, 1875, entitled 'An Act to provide 
for the resumption of specie payments,' and of this act 
FOR THE PERIOD OF FOUR YEARS BONDS 
DESCRIBED in the Act of July 14, 1870, entitled <An 
Act to authorize the frinding of the national debt,'" 1-3 
year bonds, 3-7 year bonds, and bonds due on a day 
certain to run not exceeding three years. 

21 3 ]bo 12 To decide on the amount of the tax associations shall pay 

on the average circulation of their " currency," but in no 
case over one-fifth of 1 per cent per annum. 

21 12 to 17 One fifth of 1 per cent when J8,000,000 are accumulated 

22 1 to 3 from such tax, and not over 1 per cent per annum in any 

case. 
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TREASURER OF THE UNITED STATES. 

2 12 to 18 First Comptroller to be (practically) an assistant treasarer. 

9 20 to 24 Deposit with the Treasurer United States notes and 

10 Ito 4 receive from Comptroller "reserve not^es." [Why not 

deposit with the Comptrollers?] 
10 8, 9 Deposit with Treasurer United States bonds and receive 
10 14 to 17 from Comptroller "bank notes'' of Issue and Eedemption 

Department. 
22 12 to 23 To currently redeem "circulating notes" in gold coin at 

subtreasuries [conflicts with page 3, lines 17 to 19, or 

there must be an Issue and Eedemption Department in 

every subtreasury.] 
24 14 to 20 Receive annual taxes of one-fourth of 1 per cent on fran- 

chise. 
24 24, 25 Hold taxes on franchise as a separate fund to pay expenses 
26 1 to 3 of Comptroller. 
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TREASURER OF THE UNITED STATES. 

5 6 to 14 Shall destroy an amonnt of existing United States N'OTBS 

eqnal to 95 per cent of amount paid in to take oat 
greenbacks. 

5 14 to 18 Shall set aside 5 x>er cent of such amount as a common 

redemption fund for "greenbacks" and "currency." 

5 19 to 24 To set aside " CERTAIN GOLD " in Treasury [in a certain 

6 1 case, viz, when $200,000,000 old United States notes have 

been canceled and new greenbacks issued to banks 
equal in amount to outstanding United States notes] as 
a "SPECIAL DEPOSIT" to redeem and cancel the 
balance of United States notes ($146,000,000). 
6 9 to 16 To hold all moneys paid in for greenbacks after the "tran- 
sition period" from the present law to the new law, as a 
SEPARATE FUND. 

6 16, 17 To be used to equitably adjust the holdings of the green- 

7 1 to 6 backs among all commercial banking associations. 

7 7 to 11 SHALL first reduce the holding of those associations 

holding the largest amount of greenbacks in proportion 
to their capital. 

7 11 to 15 May require banks to increase their greenbacks to legal 

requirements. 

7 16 to 21 SHALL reduce the amount associations are required to 

take below 12^ per cent when necessary^ to keep the 
total amount of greenbacks to a fixed amount [viz, 
$200,000,000]. 

7 22 to 25 The balance of the "special gold fund" remaining two 

years after being set aside shall be free money in the 
Treasury. 

8 5 to 11 In case of expiration of charter or insolvency shall redeem 

greenbacks by order of the Secretary of the Treasury. 

8 18 to 25 To keep AT ALL TIMES " IN LAWFUL MONEY " the 6 

per cent "greenback" and 6 per cent "currency" cur- 
rent redemption fund. 

9 12 to 20 May keep "current i?edemption funds'' in any reserve 

bank or witii any suitable agent approved of by the 
Secretary of the Treasury. 
May devolve duties as to the current redemption of cir- 
culating notes on any reserve bank or any other suitable 
agent. 
10 18 to 24 To issue no more silver, gold, or currency certificates, and 

to cancel all now existing as they are paid in to the 
Treasury. 

15 7 to 14 Treasurer or Assistant Treasurers to receive for "safe- 

keeping" any bonds or moneys from any bank or clear- 
ing house upon the approval of the Secretary of the 
Treasury. 

16 21 to 24 To issue emergency greenbacks upon bond security by 

17 1 to 21 direction of the Secretary of the Treasury. 

18 Ito 7 

19 15 to 20 To receive taxes. 
21 3tol2 

24 16 to 17 

25 1 to 6 To keep separate accounts of moneys received and paid 

out under each section of the act. 



280 HILL-FOWLER BILL, H. R. 10289. 

Page. Line* 



GENERAL PROVISIONS. 

I 

24 14 to 20 Franchise tax of one- fourth of L per cent per annum. 

25 21 to 24 In places of 50,000 inhabitants or over, banks shall not be i 

26 1 to 11 organized with less than 1250,000 capital. 

In places of over 6,000 and under 50,000 people, not less 

than $100,000 capital. 
In places of over 3,000 and under 6,000 people, not less I 

than $50,000 capital. 
In places of less than 3,000 people, not less than $25,000 

capital. 

26 12 to 15 Banks may establish branches, etc. 

27 9 to 13 Examiners to have fixed salaries. . 

27 14 to 25 Concerning examiners. ! 

28 Ito 3 

29 4 to 11 Oomptroller shall dissolve all national banking associa- 

tions that fail to comply within one year with ANT j 

SINGLE provision of this act, i 

31 16 to 18 Eepealiug sections. 



i 
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GENERAL PROVISIONS. 

2 11 to 14 $25,000 banks in places of less than 4,000 inhabitants. 
2 15 to 20 Capital means " PAID IN CAPITAL, SUEPLUS, AND 

UNDIVIDED PEOFITS.^' 
9 21 to 24 After transition is completed banks SHALL KEEP their 
10 1 to 3 "cash reserve,'' as nearly as may be, in equal parts of 

gold coin, silver coin, and "greenbacks of other banks.'' 
19 15 to 20 Any average deficiency in the average total reserve a 

bank is required to keep, for any month, is taxed at the 
rate of 6 per cent per annum. 

22 4 to 25 Tax imposed on the deposits of all "commercial banks" 

23 Itoll that fail to organize under the act, or fail to assume 

their share of greenbacks, of one- tenth of 1 per cent per 
annum (that they may be induced to assume their fair 
share of the obligation of maintaining parity). 

23 12 to 20 All commercial banking associations other than national 

24 1^ 2 banks, assuming greenbacks, are to make reports to 

the Comptroller and be examined by national bank 
examiners. 

24 3 to 14 Associations may require from depositors thirty days' 

notice of Intention to withdraw "deposits" upon which 
interest is paid for more than seven days, but this does 
not apply to "that part of the reserves of banks which 
they are allowed to deposit in other banks." 

24 16 to 17 Section 13 goes into effect the first day of the calendar 

quarter next succeeding the four months next succeed- 
ing the passage of the act. 

24 18 to 24 All taxes imposed are due and payable on April 1 and 

October 1. 

26 1 to 6 All moneys collected under the act to be paid into the 

Treasury as a "miscellaneous receipt." Treasurer to 
keep separate account of all moneys received and all 
moneys paid out under each section of this act. 

27 22 to 24 Bank examiners are employees of the Department of the 

28 1; 2 Comptroller. 
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EXPENSES, ETC., OF BANKS IN OENTEAL EESEBVE CITIES 
COMPARED WITH BANKS IN TEN SMALL TOWNS AS TO 
ITEMS OF BANK FUNDS AND AS TO PERCENTAGE OF 
EXPENDITURES TO VARIOUS FUNDS, ETC. 

CENTRAL RESERVE CITIES. 

Paid-in capital $76,700,000.00 

Sarplns and other profitH 73,096,619.89 

Actual capital 149,796,619.89 

Deposits 645,633,468.73 

Circulation 18,652,022.50 

Total 814,082,111.12 

Annual expenses and taxes 12, 640, 059. 13 

Minimum United States bonds required 3,650,000.00 

Per eent. 

Per cent of expenses to paid-in capital 16.48 

Per cent of expenses to actual capital 8.44 

Per cent of expenses to bank funds 1.55 

Percentage of bonds to paid-in capital 4.76 

Percentage of bonds to actual capital 2.44 

Percentage of bonds to bank funds 0.45 

TEN SMALL TOWNS. 

Paid-in capital "$930,000.00 

Surplus and other profits 543,000.00 

Actual capital 1,473,000.00 

Deposits 1,914,829.78 

Circulation 460,580.00 

Total 3,848,409.00 

Annual expenses and taxes 65,424.00 

Minimum United States bonds required 232, 500. 00 

Per cent. 

Per cent of expenses to paid-in capital 7.04 

Per cent of expenses to actual capital 4.44 

Per cent of expenses to bank funds 1.61 

Percentage of bonds to paid-in capital 25.0 

Percentage of bonds to actual capital 15.78 

Percentage of bondB to bank funds 6.04 
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Treasuky Depabtment, 
Office of the Comptroller of the Currency, 

Wa8hingt07ij D, C, August 22^ 1898. 

Hon. J. H. Walker, 

Chairman Committee on Banking and Currency: 

Statement shewing the amount of expenses and taxes paid hy the nati&nal hanks located in 
the central reserve cities of New York, Chicago, and St. Lauis, as shown by the semi- 
annual reports of earnings and dividends as made to the Comptroller of the Currency for 
the year ending September 1, 1897. 

SEPTEMBER 1, 1896, TO MABCH 1, 1897. 

Expenses and taxes. 

New York City $4, 8&5. 142. 08 

Chicago 1,185,791.88 

St. Louis 477,888.58 

$6,548,822.54 

MARCH 1, 1897, TO SEPTEMBER 1, 1897. 
Exi>en8es and taxes. 

New York City $4,515,296.63 

Chicago - 1,183,892.26 

St. LouiB 392,047.70 

$6, 091, 236. 59 

Total for year ending September 1, 1897 12,640,059.13 

Treasury Department, 
Office of the Comptroller of the Currency, 

Washington^ J>. 0., July 29, 1898. 
Hon. J. H. Walker, 

New Hampton, N. H. 

Sir : In conipliance with your request of July 26, 1 inclose herewith 
a statement showing the expenses and taxes, during six months, often 
banks, ^^ located in the smallest places in which there is a single bank, 
having capital, surplus, and undivided profits of, approximately, 
$146,000 to $166,000." 
Very respectfully, 

Charles G. Dawes, Comptroller. 

Actual average capital $147,300.00 

Average annaal expenses 6,542.40 



State. 


Bank. 


Popula- 
tion. 


Capital. 


Surplus 

and 
profits. 


Expenses 

and taxes 

last six 

months. 


Individual 

deposits, 

report of 

1806. 


Delaware 

JndiaiiAr,,... .. . . 


Milford First National Bank .. 
Rising Sun, National Bank of. . 

Natick, National Bank of 

Med ford, Burlington County .. 
New Paltz, Hugenot National 

Bank. 
Pine Plains, Stissing National 

Bank. 
Warwick First National Bank. 
Ambler First National Bank .. 
Bnrfi:ettstown, Bargettstown 

National Bank. 
Kennett Square, National 

Bank of. 

Total ::.. 


1,300 
1,800 
1,000 
1,000 
1,200 

700 

1,700 
1,100 
1,000 

1,600 


$60,000 
100,000 
100,000 
100,000 
100,000 

90,000 

100,000 

100,000 

80,000 

100,000 


$06,000 
42,000 
42,000 
46,000 
41,000 

62,000 

60,000 
65,000 
74,000 

45,000 


$2,966 
3,091 
4,401 
1,776 
4,016 

2,608 

3,655 
8,088 
2,350 

8,771 


$807,264.81 

84, 075. 56 

323, 616. 47 

103, 701. 19 

163,610.69 

100, 845. 70 

176,276.32 
220,864.02 
225,500.50 

200,085.63 


MaesachuHetts .. 

New Jersey 

New York 

Do 


Do 


Pennsylvania 

Do..: 


Do 








080,000 


643,000 


82,712 


1,014,820.78 









THE CLEARING HOUSES IN THE COUNTRY. 

[Statement prepared by the chaimum of the oommittee.] 

The clearing hoase has become indispensable to the condact of the 
business of banking. Each bank, large or small, country or city, is 
indissolubly connected with other banks, and through them, if not 
directly, with the clearing house. The eflBciency of a bank is very 
largely dependent upon the clearing house. Only through clearing 
houses can the equality and independence of banks be preserved or 
their highest efficiency attained. 

It is as necessary to banks to have incorporated clearing houses as it 
is to business firms and corporations to have incorporated banks. The 
incorporation of neither is absolutely necessary. In fact, a large part 
of banking is done by private firms, but only by reason of the exist- 
ence of banking <^ corporations" are they successful. All the banking 
of the world, or of the country, could not be done outside of the obli- 
gations and responsibility imposed in fixed legal rules and the control 
of banks by positive corporation law. Whatever may be the appear- 
ances to the contrary, a bank can not exist by itself alone in this stage 
of commercial development, like a cotton or woolen factory, which is 
all the more reason for uniform regulation and control of banks by law. 

Of seventy-six clearing houses given on page 561 of volume 1, Report 
of the Comptroller of the Currency for 1897, 1 have examined the con- 
stitution and by-laws of fifty-five at hand, and herein indicate the main 
provisions of all taken together. I see no reason why each one of these 
clearing houses could not continue, if incorporated under the Walker 
bill (H. E. 10333), the doing of its business in such manner as it has 
chosen for itself and without any substantial alteration of its constitu- 
tion or by-laws. Of course, the advantages of a broader field and the 
security of more definite rules, by many of them, are so obvious, it is 
believed tbey would soon enter upon a broader and at the same time 
equally conservative action. There are no substantial provisions in the 
regulations of any of the fifty-five examined not given under the name 
of some one of them. None contains any subs^ntial provisions not 
enumerated under the name of some one of those mentioned. Some 
forbid what others require, according to the volume or kind of business 
they do. 

ST. LOUIS, MISSOUBI. 

Article 1, section 1. ^'The object of the association shall be the 
effecting, at one place, of the daily exchanges between the several 
associated banks and bankers, « « « and the fostering and pro- 
moting of sound conservative banking; « « « the regulating of 
exchanges, the fixing of minimum rates to be charged on outside drafts 
and collections,'' etc. 

Section 3. The committee of management shall have power to suspend 
any bank by unanimous vote • • • but shall forthwith call a meet- 
ing of the association to consider such suspension, etc. 

284 
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Section 8. The action of the clearing hoase is only that of an agent, 
and in no case shall this association be held responsible for any loss 
that may occur by reason of its action. 

Section 11. Whenever any member of the association shall send and 
receive through the clearing hoase the exchanges of any bank in the 
city or vicinity who are not members, such sending and receiving shall 
ipso facto and without farther notice constitute said member the agent 
for said bank at the clearing house, etc. 

Section 13. A standing committee of five bank ofQcers or bankers 
shall be elected, to be called a committee of arbitration, whose duty it 
shall be to hear and determine all disputes that may be submitted to it 
by both parties thereto. ♦ ♦ ♦ A majority decision shall be valid. 
Section 15. ^o member shall be added to this association having a 
paid-up capital of less than $500,000. 

Section 17. Shall pay an entrance fee of $1,000 and in addition its 
several assessments for expenses. 

Article 2, section 1. Each member of the association shall farnish 
the manager a sworn statement of its condition as often as five times 
each year • • • and at such other times and of such date as the 
clearing-house committee may require. ♦ * ♦ 
The following shall be regarded as cash reserve, viz: 

Balances due from other banks payable on sight draft. 
Silver, 
Gold, 

Legal tenders, 
Kational-bank notes, 
Gold and silver certificates. 
Amount due United States Treasurer, 
Clearing-house loan certificates. 
Section 2. Upon a vote of four-fifths of the members of this associa- 
tion a committee of five shall be elected by the association, who may 
receive from banks, members of the association, bills receivable and 
other securities to be approved by it, and shall be authorized to issue 
therefor to such depositing bank loan certificates to an amount not to 
exceed 75 per cent of the face value of the securities or bills receivable 
so deposited, etc. 

BOOHESTEB, NEW YORK. 

Section 24. No member of this association shall clear for any other 
institution or banking firm not a member. 

BUFFALO, NEW YOBK. 

Section 7. Any bank, after one day's notice of a hearing before the 
association, may be expelled from the association and debarred from 
all the privileges of the clearing house by a four-fifths vote of the 
whole number of associated banks. 

Section 8. The clearing-house committee, acting in concurrence with 
the arbitration committee, may cause an examination to be made of any 
bank member of the association ♦ ♦ ♦. and shall have power to 
suspend any bank, etc. 
Section 19. Balances shall be paid in — 

United States Treasury certificates. 

United States legal-tender notes. 

!Nationalbank notes. 

Gold coin. 

Gold certificates. 

Silver certificates. 
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Section 26. This association shall receive * ♦ ♦ on special trust 
such United States gold coin as any member * * * may choose to 
send to it for safe-keeping, for clearing-house purposes; * • * cer- 
tificates in exchange for such coin shall be issued to the depositing bank 
in denominations of $5,000, etc., * ♦ * negotiable only among 
banks, members of the association, etc. 

Section 26. Each bank member of the clearing-house association 
shall hirnish the manager a weekly statement of its condition, signed 
by its oflScers, on uniform blanks provided by the association, * ♦ * 
for the private use of each member, showing the average amount of— 
I 1. Loans and discounts. 

I 2. Deposits. 

3. Due from banks. 
> 4. Checks for next day's exchanges. 

5. Gleariughouse gold certificates. 

6. All other currency. 

7. Eediscounts. 

BALTIMORE, MARYLAND. 

Section 5. The executive committee are authorized to take into con- 
sideration and investigate any and all matters affecting and pertaining 
to the banking interests of the city which may be referred to them in 
writing by this association or any member thereof; to report to the 
association such recommendation in the case as they may deem wise 
and proper. Whenever they consider it for the interests of the associa- 
tion they are empowered to require from any member securities of such 
an amount and character as they deem sufficient for the protection of 
the balances resulting from exchanges at the clearing house. State 
banks, members of the clearing-house association, shall be examined in 
the same manner as national banks and by the national-bank examiner, 
etc. 

Section 6. Be a depository of such moneys as any associated bank 
may desire, shall remain a special deposit for safe-keeping, and issue 
therefor certificates in concurrent amounts, etc. 

Section 7. The compensation to the depositing bank shall be paid by 
the several banks in proportion to their respective capitals, at the rate 
of 30 cents per annum on each $1,000 of capital stock. 

SAN FRANCISCO, CALIFORNIA. 

Article 14. The debtor banks shall pay to the manager at the clearing 
house in 

Gold coin, 

Clearing-house certificates it has issued, or 

Gold certificates. 

CHICAGO, ILLINOIS. 

Section 20. All moneys paid in shall be in 
Gold coin, 
Legal-tender notes, 
Treasury certificates, 
Kational-bank notes. 
Its own clearing-house certificates. 
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WASHINGTON, DISTRICT OF COLUMBIA. 

Article 16. The clearing-house committee shall have fall power and 
authority at any time to direct an examination, by any three of its 
members, into the affairs and condition of any member ♦ * * for 
the use and information of the other members of the association, but to 
be otherwise confidential. 

LEXINGTON, KENTUCKY. 

Article 11. Ko money shall pass through the clearing house in 
making the exchanges. [Persons unffimiliar with banking will find 
such ''clearings'' are fully described in a monograph on Money, Trade, 
and Banking, by J. H. Walker: Houghton, Mifflin & Co., Boston.] 

SALT LAKE CITY, UTAH. 

Article 3. The members are: 
Wells, Fargo & Co., 
The Deseret l!^ational Bank, 
W. S. McOormick & Co., 
T. E. Jones & Co., 
The Union National Bank, 
The Commercial National Bank, 
Utah Commercial and Savings Bank, 
State Bank of Utah, 
National Bank of the Republic, 
Bank of Commerce, 
Utah National Bank. 

FOKT WORTH, TEXAS. 

Section 8. Debtor banks shall pay to the manager of the clearing 
house the balances due from them either in 
Gold coin. 

United States notes, or 
National-bank bills. 

SiNOXyiLLE, TENNESSEE. 

Section 17. Applications for membership must state, if a bank, its 
capital; if a private banking house, names of individual partners, name 
of person authorized to sign, etc. 

NORFOLK, VIRGINIA. 

Section 12. The balances due the clearing house shall be paid in 
Currency or 
Gold coin, 
and shall be put up in packages of $500, etc. 

Section 13. The executive committee shall require from each member 
of the association securities of such amount and character as said 
committee may deem sufQcient for the protection of balances resulting, 
etc., or other satisfactory guaranties. 

Section 15. Be a depository to receive in special trust such currency 
as any of the members may choose to send to it for safe keeping. 
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DAYTON, OHIO. 

Section 14. The expenses of the clearing house shall be paid equally 
by each member of the association. 

PORTLAND, MAINE. 

Article 13. The debtor banks shall pay to the manager of the clearing 
house in 

Gold coin, or in its own 
Clearing-house certificates, 
the balances due, etc. 

Article 15. Gold coin of the quantities of $20,000, $10,000, and $5,000, 
for the payment of balances, shall be brought in sealed bags, etc. 
Article 17. Clearing-house certificates payable in 
Gold coin. 

WILMINGTON, DELAWARE. 

Section 9. The character of the funds to be used in payment of bal- 
ances to or from the clearing house will be Philadelphia or New York 
exchange, excepting for amounts less than $1,000, which may be in 
currency, at the option of the payers. 

SYRAOUSE, NEW YORK. 

Article 3, section 2. Private bankers • • • may be admitted to 
membership by a two-thirds vote. 

LOUISVILLE, KENTUCKY. 

Article 10. Each member of the association shall furnish the man- 
ager, on the first Monday of each month, a statement in tabular form 
of the averages for the month previous of its 

Capital, 

Surplus, 

Loans, 

Cash on hand. 

Eastern exchange. 

Due from banks other than Eastern, 

Bills payable, 

Eediscounts, 

Deposits, 
which shall be open to the principal officers of any member. 

KANSAS CITY. 

Section 7. May examine any bank belonging to the clearing house 
and require any and all members to deposit * ♦ • securities of 
such an amount and character as shall be satisfactory to the clearing 
house for the purpose of securing any debt balance that may occur in 
the adjustment of clearances against the member making such deposit, 
etc. * * * Shall receive bills receivable and other securities 
* * * and issue therefor * • ♦ loan certificates to an amount 
not exceeding 86 per cent, etc 
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Section 15. For caase deemed sufficient by the associated banks, any 
bank may be expelled from the association and debarred from all the 
privileges of the clearing hoase, by a majority vote, at any meeting of 
the association. 

By laws, section 11. Each member of the association shall faiiiish as 
often as five times a year a sworn statement of its condition, * * * 
and at sach other times and of sach dates as the clearing house may 
require, ♦ • • open to the inspection of members only. 

NEW YORK, NEW YORK. 

Section 2. Acts as an agent only. 

Section 8. May examine any bank member of the association. May 
require security of such amount and character, etc. 

Section 16. Every bank member shall furnish a weekly statement of 
its condition, etc., for publication, showing the average amount of — 

1. Loans and discounts. 

2. Specie. 

3. Legal-tender notes. 

4. Girculation. 

5. Deposits. 

Section 17. May receive by an appointed bank in special trust 
Coin or 

United States legal-tender notes 
from any association for safe-keeping, or may appoint the assistant 
treasurer of the United States at New York a depositary, etc. ; certifi- 
cates to be issued in exchange for such deposit, negotiable among 
members only. 

Section 21. Standing committee may suspend any bank, but must 
immediately call a meeting of the association to act on the case, etc. 

Page 11, resolution of April 8, 1872. That the clearing-house com- 
mittee be, and is hereby, directed, whenever it appears, in its judgment, 
that legal-tender notes have been withdrawn f^om use through the 
agency of any bank, member of the association, to make an immediate 
examination of the bank in question, and should there appear to be 
complicity on the part of the bank or its officers, to suspend said bank 
from the clearing house until action of the association shall be taken 
thereon. 

Page 13. Adopted February 14, 1872. 

1. The New York Clearing House Association or any members thereof 
may unite for the purpose of clearing checks payable in gold. 

6. The adoption of this system shall not prohibit any bank from pre- 
senting gold checks for payment to the banks on which they are 
drawn, ete. 

B & C 19 
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H. B. 7879.— FIFTTPIFTH CONGRESS, SBOOlirD SESSIOI^. 

IN THE HOUSE OF REPRESENTATIVES. 

February 8, 1898. — Mr. Brositis introduced the following hill; which 
was referred to the Committee on Banking and Currency and ordered 
to be printed, 

A Bill To increase the circalation of national banks. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled. That upon deposits by national 
banking associations of United States bonds, bearing interest, as pro- 
vided by law under the provisions of sections fifty-one hundred and 
fifty-nine and fifty-one and sixty of the Revised Statutes, such associa- 
tions shall be eutitled to receive from the Comptroller of the Currency 
circulating notes of different denominations in blank, registered and 
countersigned as provided by existing law, equal in face value to the 
full par value of the bonds so deposited; and national banking associa- 
tions now having bonds on deposit for the security of circulating notes 
less in face value than the par value of the bonds, or which may here- 
after have such bonds on deposit, shall be entitled, upon due applica- 
tion to the Comptroller of the Currency, to receive additional circulat- 
ing notes in blank to an amount which will increase the aggregate 
value of the circulating notes held by such association to the par value 
of the bonds deposited, such additional notes to be held and treated in 
the same way as circulating notes of national banking associations 
heretofore issued, and subject to all the provisions of existing law 
afiecting such notes: Proxided, That nothing herein contained shall be 
construed to modify or repeal the provisions of section fifty one hundred 
and sixty-seven and fifty-one hundred and seventy one of the Revised 
Statutes, authorizing the Comptroller of the Currency to require addi- 
tional deposits of bonds or of lawful money in case the market value 
of the bonds held to secure the circulating notes shall fall below the 
par value of the circulating notes outstanding for which such bonds 
may be deposited as security. 

Sec 2. That every national banking association shall pay to the 
Treasurer of the United States each half year, in the months of Janu- 
ary and July, on or before the thirtieth day thereof, a duty of one- 
eighth of one per centum upon the value of its franchise as measured 
by the aggregate amount of its capital, surplus, and undivided profits 
upon the last day of the calendar month next preceding. Sections 
fifty-two hundred and fourteen, fifty-two hundred and fifteen, fifty-two 
hundred and sixteen, and fifty-two hundred and seventeen of the 
Revised Statutes of the United States are hereby repealed. But 
nothing in this section contained shall be so construed as in any man- 
ner to release any national banking association from any liability for 
taxes or penalties incurred prior to the passage of this Act. 

Sec 3. That section fifty-one hundred and tbirty-eight of the Revised 
Statutes is hereby so amended as to read as follows: 

^^ Sec 5138. No association shall be organized with a less capital than 
one hundred thousand dollars; except that banks with a capital of not 
less than fifty thousand dollars may, with the approval of the Secretary 
of the Treasury, be organized in any place the population of which 
does not exceed six thousand inhabitants, and except that banks with 
a capital of not less than twenty-five thousand dollars may, with the 
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approval of the Secretary of the Treasury, be organized in any place 
the population of which does not exceed two thousand inhabitants. 
No association shall be organized in a city the population of which 
exceeds fifty thousand persons with a capital of less than two hundred 
thousand dollars." 

Sec. 4. That all acts and parts of acts inconsistent with the provi- 
sions of this Act are hereby repealed. 



H. BEPOBT 1883, FIFTT-FIFTH COISTOEESS, THIBD SESSIOlSr. 

circulation op NATIONAL BANKS. 

Februakt 1; 1899. — Committed to the Committee of the Whole House on the state 

of the Union and ordered to be printed. 

Mr. Van Ygorhis, from the Committee on Banking and Currency, 

submitted the following 

REPORT. 

[To accompany H. R. 7879.] 

The Committee on Banking and Currency, to whom was referred the 
bill (H. E. 7879) to increase the circulation of national banks, having 
duly considered the same, respectfully report as follows: 

Existing law authorizes national banks to issue circulation to the 
amount of 90 per cent of the par value of the bonds deposited with 
the Treasurer of the United States to secure circulation. By this bill 
it is proposed to amend existing law so as to authorize national banks 
to issue circulation to the par value of the bonds deposited to secure 
the same. 

On the 30th day of January, 1899, there was deposited to secure 
national-bank circulation United States bonds amounting to $236,445,840. 
The circulation possible under existing law on the bonds so deposited 
amounts to $212,801,256. The circulation possible under a law permit- 
ting an issue up to the par of the bonds would be $236,445,840, an 
increase over that of existing law of $23,644,584. 

The wisdom of amending the law so as to provide for this increased 
circulation does not seem to the committee to admit of doubt. There 
are no United States bonds now out excepting the 2 per cent bonds 
which are not selling in the market at a considerable premium, and 
therefore no possible loss could occur to the note holder by the amend- 
ment proposed, even if there was no other recourse; but when we con- 
sider that the note holders have a first lien upon all the assets of the 
bank in addition to the security of the bonds deposited, there can exist 
in no case the possibility of loss. 

Under existing law the banks are deprived of a portion of their 
available capital for loaning purposes, and to that extent accommoda- 
tions to business are withheld which otherwise might be available. It 
seems clear that when the banks find so little profit in their circula- 
tion as now limited that it scarcely pays to take it out, there ought to 
be an enlargement of their rights to issue notes so as to afford an 
inducement to furnish as large a measure of accommodation to the 
community as is compatible with entire safety to note holders. 
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The issuing of circulating notes to the par value of bonds deposited 
to secure the same is recommended by the Comptroller of the Currency, 
and has been heretofore recommended by every comptroller from the 
time of and including Comptroller Knox. 

The committee is of opinion that if this bill becomes a law there will 
be an increase in the amount of circulation issued when the demands of 
business require it, and thus a distinct benefit will come both to the banks 
and to the community, without in the slightest degree endangering 
note holders. 

Under existing law the only tax assessed against national banks is 
a tax of 1 per cent on circulation. The Comptroller of the Currency 
has recommended from time to time that the law assessing the tax 
upon circulation should be repealed, for the reason that with this addi- 
tional burden there was littie or no profit to the banks in issuing notes. 
By this bill it is proposed to amend existing law so that the tax on 
national banks shall be assessed upon the franchise of the banks meas- 
ured by their capital, surplus, and undivided profits. A tax of one- 
eighth of 1 per cent each six months will realize to the Government 
somewhat more than the present tax on circulation, and will be equally 
distributed. The tax of 1 per cent on circulation outstanding January 
30, 1899, would amount to $2,111,289. The tax assessed by this pro- 
posed amendment on capital, surplus, and undivided profits, as shown 
by bank statement of December 1, 1898, would amount to $2,408,953. 

Under the existing law the minimum capital stock required for the 
organization of a national bank is $50,000. In some sections of the 
country there has been a growing need for bank issues, as well as for 
other banking accommodations, in small towns in which the amount of 
$50,000 can not readily be raised for banking purposes. The inequality 
in the distribution of national banks is one of the marked features of 
our national banking system. In the Eastern and Middle States banks 
are abundant and this alteration in the law would not be availed of to 
any considerable extent; but in the Western and Southern States 
there is a dearth of banks in many sections, due, no doubt, to the lack 
of capital in those sections. 

The following statement illustrates the situation: 

Statement of bank8, bank stock, and bank circulation in the States named. 



States. 



Massachusetts 
Pennsylvania . 

New York 

Ohio 

Illinois 

Indiana 

New Jersey ... 

Iowa 

North Carolina 
South Carolina 

Greorgia 

Florida 

Alabama 

Mississippi.... 

Louisiana 

Arkansas 



Number 
of banks. 


Bank stook. 


268 


$97,017,500 


412 


74, 233, 129 


334 


87,136,060 


248 


45, 645. 338 


220 


38, 696, 000 


114 


14, 372, 000 


102 


14, 385, 000 


168 


18, 510, 000 


27 


2, 716, 000 


16 


1, 918, 000 


29 


3, 666, 000 


18 


1,485,000 


26 


8,585.000 


18 


755,000 


21 


3,735,000 


9 


1,220,000 



Bank cir- 
culation. 



$31,511,706 

27,609.870 

35,623,522 

15,714,986 

7,322,015 

5,521,060 

4,966.527 

3,865,399 

830,067 

540,473 

1, 143, 504 

368.668 

1, 206. 823 

249,532 

1,349,892 

279,916 



It thus appears that a marked discrepancy exists in the bank circu- 
lation and accommodations in the different sections of the country. 
This inequality may be remedied in part, at least, and the existing need 
met to some extent in the sections where there is a dearth of bank 
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issues and banks are so remote from each other as to afford ^ossly 
inadequate accommodations. Belief of this character has been recom- 
mended by those best qaalified to judge, and meets the approval of the 
Comptroller of the Currency, who is most familiar with the banking 
needs of the country. 

Your committee therefore recommend the passage of the bill, with 
the following amendment: 

In line 12, page 3, strike out the word "two^^ and insert *' three/' 
making it read *^ three thousand inhabitants." 
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